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PREFACE 


The delegates of the nations meeting at Havana, Cuba, on No- 
vember 21 for the United Nations Conference on Trade and 
Employment will have the responsibility of final negotiation of an 
agreement for the purpose of enlarging the exchange of goods and 
services throughout the world. The need to lessen restraints on 
the distribution of commodities and to encourage the most effective 
possible use of natural resources has never been more imperative. 
The basis for the work of the Conference will be a draft Charter 
for an International Trade Organization, completed at Geneva, 
Switzerland, on August 22 by a Preparatory Committee which 
was appointed by the United Nations Economic and Social 
Council. The introductory account of developments leading to the 
elaboration of the Charter, and analysis of its main provisions, 
appearing in this issue of International Conciliation, has been 
prepared in the Endowment’s staff, particularly by Melvin J. Fox. 
There follows the text of the draft Charter to be considered by 
the Conference. 


NicHoLtas Murray But er 
President Emeritus 


New York, September 18, 1947. 
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A CHARTER FOR THE RESTORATION 
OF INTERNATIONAL TRADE 


Seventeen nations, responsible for approximately 70 per cent of 
the world’s international trade,’ approved an International Trade 
Charter at Geneva in August. Nineteen additional nations* con- 
tributed a considerable amount of unofficial assistance in drafting 
the provisions. 

The seventeen-nation Preparatory Committee of the United 
Nations Conference on Trade and Employment completed con- 
sideration of the draft Charter during its second session which 
lasted from April 10 to August 22. It was appointed by the Eco- 
nomic and Social Council in February, 1946, and its proposals are 
the culmination of three years of almost continual study by the 
world’s leading government and private trade experts and 626 
formal meetings of the Preparatory Committee beginning with 
the first international conference of the Committee in London, 
October 15 to November 26, 1946, and including the 58 meetings 
of the Drafting Committee at Lake Success, January 20 to Feb- 
ruary 25 of this year. The Charter, which will be presented to a 
conference of more than sixty nations at Havana starting on No- 
vember 21,° attempts for the first time in history to establish a 
set of international trading rules broad enough to gain widest 
possible adherence to basic principles, and yet sufficiently flexible 
to allow for the severe difficulties most countries are facing today. 
The purpose of the Charter as stated in the Geneva Draft is: 


(1) To assure a large and steadily growing volume of real income and 


1 United States, Britain (these two countries equally shared half of the trade 
of the group), Canada, India, Australia, Union of South Africa, New Zealand, 
Belgium-Luxembourg-Netherlands (known as Benelux), Brazil, Chile, China, 
Cuba, Czechoslovakia, France, Norway, Lebanon; Soviet Russia was appointed 
to the First Preparatory Commission but has not served to date. 

2 Afghanistan, Argentina, Colombia, Denmark, Ecuador, Egypt, Greece, 
Iran, Mexico, Peru, Poland, Saudi-Arabia, Siam, Sweden, Syria, Turkey, 
Uruguay, Venezuela, Yugoslavia. The Soviet Union has rejected an invitation 
to attend the Havana Conference. 

3 In addition to members of the United Nations the following have been 
invited: Albania, Austria, Bulgaria, Burma, Ceylon, Eire, Finland, ry a 
Italy, Pakistan, Portugal, Roumania, Southern Rhodesia, Switzerland, ‘Trans- 
jordan, the Yemen, the Indonesian Republic. 
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effective demand, to increase the production, consumption and ex 
of goods, and thus to contribute to a balanced and expanding w 
economy. 

(2) To foster and assist industrial and general economic development, 
particularly of those countries which are still in the early stages of in- 
dustrial development, and to encourage the international flow of capital 
for productive investment. 

(3) To further the enjoyment by all countries, on equal terms, of access 
to the markets, products and productive facilities, which are needed for 
their economic prosperity and development. 

(4) To reduce tariffs and other barriers to trade and to eliminate dis- 
criminatory treatment in international commerce. 

(5) To enable countries, by increasing the opportunities for their 
trade and economic development on a mutually advantageous basis, to 
abstain from measures which would disrupt world commerce, reduce 
productive employment or retard economic progress. 

(6) To facilitate through the promotion of mutual understanding, 
consultation and co-operation the solution of problems relating to inter- 
national trade in the fields of employment, economic development, com- 
mercial policy, business practices and commodity policy. 


The nature of the changes made during the recent Geneva 
session may be seen by comparing the above statement of purpose 
with that of the London draft, which served as the working papers 
for this conference: 


(1) promote the maintenance of employment in member countries 

(2) promote the economic development of member countries 

(3) bring about the general relaxation and regulation of barriers to 
world trade, whether those barriers are imposed by governments or 
private organizations 

(4) provide an orderly procedure under agreed rules for the negotiation 
of intergovernmental commodity arrangements, and 

(5) create permanent international machinery for consultation in 
trade and related matters. 


Tue GrowTH OF THE CHARTER 


The initiative in creating this code for international trade* was 
taken by the United States for reasons clearly stated in the first 
draft circulated in 1944: 


4 Precedent was established internationally in the Reciprocal Trade Agree- 
ments, the fourth and fifth _ of the Atlantic Charter, Article VII of the 
Mutual Aid Agreements, the Bretton Woods Agreements. 
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The influence of the United States in determining international post- 
war economic policies throughout the world will be far greater than that 
of any other country. In fact, it is almost certain to be decisives . . . the un- 

alleled economic strength of the United States places upon it a responsi- 
bility for leadership in promoting sound international commercial policies 
which it cannot escape.6 

Failure to act boldly now would jeopardize far more than the volurhe 
of our foreign trade after the war; it would jeopardize private enterprise 
here and elsewhere; and it would weaken the political structure of the 
post-war world—whatever security system may be devised—by the 
failure to provide a solid foundation of friendly and profitable economic 
relations. 


How much more true in October 1947! 

This first document, which carefully discussed the many post- 
war trade problems and methods of dealing with them, was used 
as the basis during the next one and a half years for further ex- 
ploration and study, resulting in the United States Proposals for 
Expansion of World Trade and Employment. After the welter of 
debate on the Charter, the long and much publicized international 
negotiations, and the seemingly insuperable difficulties in reaching 
an effective accord, it is worth while to recall the inspired objective 
of the Proposals as presented to the world on November 1, 1945. 
In transmitting the Proposals to the Secretary of State, William 
L. Clayton, the then Assistant Secretary of State, wrote: 


It is important that international agreement on the range of — 
covered by these proposals be reached soon. All countries are faced by 
serious commercial problems and are taking action on them every day. 
Unless they act together, they will act at cross purposes and may well do 
serious damage to each other. But if they do act together, there is every 
possibility that the peoples of the world may enjoy, in our lifetime, a 
higher degree of prosperity and welfare than they have ever had before. 


5 United States exports of goods and services, though at present declining 
because of shortage of dollars, have been running at about $18 billion annually, 
i.e. a little less per month than our total annual trade in 1933, and more per 
week than our trade with France, Netherlands and Brazil for the whole year of 
1937. 

6 The national income in the United States in 1946 was five times that 
of the country with the second highest income in the United Nations and 
3,000 times larger than the country with the lowest. 





And the introduction to the Proposals stated: 

The main prize of the victory of the United Nations is a limited and temporary 
power to establish the kind of world we want to live in. 

The common interests of countries in world trade are obvious . . . 
among the factors which obstruct our march toward the goal of freedom 
from want are excessive restrictions on exchange and distribution. Progress 
requires release from these restrictions. 

Countries should therefore join in an effort to release trade from the 
various restrictions which have kept it small. If they succeed in this they 
will have made a major contribution to the welfare of their peoples and 
to the success of their common efforts in other fields. 

The Proposals reflect awareness that we live in a world of many 
countries with a variety of economic systems. They seek to make it 
possible for those systems to meet in the market-place without conflict, 
thus to contribute each to the other’s prosperity and welfare. . . . 

The purpose is to make real the principle of equal access to the markets 
and fm raw materials of the world, so that the varied gifts of many 
peoples may exert themselves more fully for the common good. The larger 
purpose is to contribute to the effective partnership of the United Nations, 
to the growth of international confidence and solidarity, and thus to the 
preservation of the peace. 


The Proposals were given formal status by being accepted in 
principle in the Anglo-American Financial Agreement (December, 
1945) and by similar approval by the Governments of France, 
Poland, and Czechoslovakia. During the next ten months they 
were elaborated into a suggested Charter’ and adopted as the basis 
for discussion at the meeting of the First Preparatory Committee 
in London, October-November, 1946. In December the results of 
the London discussions were printed as the Preliminary Draft 
Charter for the International Trade Organization of the United 
Nations.* Subject to relatively minor changes made by the Drafting 
Committee at Lake Success, this is the document which has 
served as the blueprint for the protracted study and negotiation 
just completed at Geneva. 

The revised London Charter and the Geneva Charter retained 


7 Suggested Charter for an International Trade Organization, Department 
of State (Publication 2598), September 1946. 
8 State Department Publication 2728. 
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all the broad principles laid down in the original Proposals, with 
the exception of greatly increased emphasis on the achievement 
and maintenance of full and productive employment (Chapter 
III in the London draft and Chapter II in the Geneva draft) and 
the addition of a new section dealing with economic development 
(Chapter IV in the London draft, Chapter III in the Geneva draft) .° 
In a sense, these two chapters are the most critical in the Charter, 
for without them broad adherence could not have been gained to 
the other chapters. Many countries consider employment and 
economic development the essential basis for a trade charter on 
the assumption that maximum production and employment, par- 
ticularly in the United States, will have as great—perhaps a 
greater—bearing upon restoration of a high and profitable level of 
trade as removal of trade barriers. Those countries that are main- 
taining government controls and varying degrees of planning (and 
there are few outside of the United States that are not) have 
expressed fear of (a) a possible depression in the United States 
on the one hand and (b) world-wide competition from our products 
on the other. Chapters II and III (Geneva draft) are intended as 
general safeguards against these factors. 

In addition, less developed countries have taken the position, 
with some justification, that they are not able to act as freely 
as some larger countries, that, in fact they should be allowed 
special devices to protect their economies. They advocated what 
might be called proportional reciprocity.’° Their case, not unlike 


9In effect, these two sections merely amplify Article 55(a) of the United 
Nations Charter: “the United Nations shall promote higher standards of 
living, full employment, and conditions of economic and social progress and 
development.” 

10 This view was summarized by the representative from Colombia (he 
was not a delegate) at the London Conference: 

“The text of the Charter establishes identical standards for the international 
trade policy of various countries without making any distinction whatever 
between countries with high living standards and those with low standards. . . . 
Although it is essential a the great nations to be prosperous and to enjoy 
tull employment so that other countries may acquire the same benefits, differ- 
ences in the stage of development attained in economic structure and standard 
of living prevent the same methods and systems being used by all nations 
Cooperating internationally.” 
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that of the United States in the early days of its history, was perhaps 
first stated by Thomas Jefferson." 

Besides maintenance of employment and production and de- 
velopment of industrial resources, the problems that concerned the 
first session of the Preparatory Committee have dominated the 
meetings of the second: Shortage of dollars and the necessity, 
therefore, of retaining devices to protect internal economies from 
external pressures (quantitative restrictions, bulk-buying contracts, 
import and export regulations, preferential tariff arrangements, 
domestic subsidies, exchange controls); international commodi 
arrangements; limitation of the power of cartels. In addition, the 
American delegation has been able to win approval for what 
amounts to most-favored-nation treatment for foreign investments, 


Whuy Rutes arE NEEDED 


The present Charter, as originally drafted by the United States,” 
picks up where the World Economic Conference of 1927 and the 
London Economic Conference of 1933 failed'* because of: 

a) the irreconcilable differences in the stages of economic de- 
velopment of the participating countries 

b) the chronic shortage and periodic disappearance of dollars 
(particularly between 1929 and 1932 following an orgy of private 


11 Thomas Jefferson, first Secretary of State, in his report to Congress, 
December 16, 1793, stated: 


“Some nations not yet ripe for free commerce in all its extent, might still » 


be willing to mollify its restrictions and regulations for us, in proportion to the 
advantages which an intercourse with us might offer. Particularly, they may 
concur with us in reciprocating the duties to be levied on each side or in com- 
pensating any excess of duty by equivalent advantages of another nature.” 

12 The original draft was confidentially circulated on January 10, 1944, 
five days betore American armies landed 8 the first time on the continent of 
Europe at Salerno, Italy. 

13 The purpose of the present Charter was well stated in 1924 by the Repub- 
lican een of State, Charles Evans Hughes: 

“The time has come for demanding that conditions of commercial competi- 
tion be placed upon a basis which will both assure our own interests and 
contribute to the peace of the world by eliminating unnecessary economic 
contentions. As we seek pledges from other foreign countries that they will 
refrain from practicing discrimination, we must be ready to give such pledges 
. . . we should seek simplicity and good will as the fundamental conditions of 


international commerce.” 
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United States foreign loans in the twenties) aggravated by the 
prohibitive United States tariffs 

c) the difficulty of sustaining production and consumption and 
the resultant periodic collapse of prices (with disastrous effect 
upon the economy of suppliers) of major agricultural and mineral 
commodities which moved in large volume in international trade 
and were for that reason extremely sensitive to economic dis- 
turbances 

d) the rapid proliferation of measures designed to foster do- 
mestic sources of supply and to protect internal production, em- 
ployment and currency from external economic fluctuations and 
pressures. 

The present Charter reflects “the substantial and widespread 
disequilibrium” that exists in almost every country except the 
United States. It is in its present form, a statement of basic princi- 
ples, adjusted and modified to the severe economic pressures under 
which the world is trying to rebuild, pressures which the Marshall 
Plan is designed to alleviate. The emergency conditions which 
make a Plan necessary do not lessen the need for an International 
Trade Charter. On the contrary, without the Trade Charter, the 
Plan could have little lasting benefit. William L. Clayton, Under 
Secretary of State for Economic Affairs and Chairman of the 
United States Delegation to the Preparatory Committee, stated 


in a broadcast from Geneva:!*4 


The plans now being drawn up relate to the emergency needs of one 
part of the world. The trade program has to do with the long-run needs 
of the whole world. The two are interdependent. Neither can be wholly 
successful without the other. Both are part of a common policy. If we 
cannot ease the burdens of Europe in this emergency our chances of 
reducing the barriers to trade will not be good. But the reverse of this 
statement is just as true. If we cannot reduce the barriers to world trade 
and thus make possible a great expansion in the production, distribution 
and consumption of goods throughout the world, there is little hope that 
any aid we may extend under the Marshall proposal will accomplish its 
purpose or be more than a stop-gap measure. 


What are some of the economic pressures which have necessi- 





14 Columbia Broadcasting System, September 10, 1947, 6:15 p.m., 
Eastern Daylight Time. 
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tated immediate American aid and the maximum of flexibility in 
the provisions of the Charter during the period of transition? 

1. Reconstruction in Europe is behind the originally pro- 
jected schedule due in part to the extent to which war damage 
has disrupted transportation, communication, production and agri- 
culture, in part to weather that seems to be conspiring against the 
peoples of Europe,”® in part, to the resultant undermining of morale, 
and in some part to new political situations. 

2. Because we are the only country able to supply the volume 
of goods needed for the world’s recovery, dollars are the primary 
currency needed to purchase not only capital equipment (loco- 
motives and rolling stock, industrial machinery, agricultural equip- 
ment), seeds and fertilizer necessary to restore production and 
distribution, but also foods and fuel needed to sustain the popula- 
tion. The desperate shortage of dollars, therefore, has become a 
most serious barrier to reconstruction. France and Italy are at 
the end of their dollar resources. The British loan which was 
supposed to last over a three-year transitional period has been 
almost expended. One reason for this is that the steady increase 
in United States prices has decreased the value of the loan by more 
than one third.’ 

3. Dollars which should have been used to restore production 
have had to be expended to sustain day to day living: e.g., we have 
been shipping between 3 and 34 million tons of coal to Europe 
each month (about $20 per ton delivered) as against 60,000 tons 
per year before the war. During the prewar years, 1936-39, the 
domestic price of bituminous coal was $8.53 and of anthracite 
$11.16 as compared with $12.10 and $16.28 respectively in June, 


1947. 
4. Many countries have found it necessary, therefore, to restore 





15 The blizzard in Britain last winter is estimated to have cost $800,000,000, 
though the true cost of its disruption to the economy is incalculable. The present 
grain harvest, uniformly cut by drought in Western Europe, is the lowest in 
France since Napoleon’s time. 

16 Some critics of the Charter, particularly Gunnar Myrdal, have suggested 
that it does not place sufficient emphasis upon the effect of prices on interna 
tional trade. 
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exchange and import controls to conserve their dwindling dollars. 

5. There has been a growing reluctance on the part of many 
countries to tie their economies too closely to the economic, and 
also to the political, uncertainties of the United States. This 
uneasiness was not helped by Hearings held by both the Senate 
Finance Committee and the House Ways and Means Committee 
which coincided with the opening of the Geneva Conference. 
Both Hearings subjected the Charter and the Reciprocal Trade 
Agreements to severe scrutiny and criticism and created doubts of 
Congressional approval.” This was followed by the unsuccessful 
effort to give the President authority to raise the tariff on wool 
and the successful cut-back of imports of Cuban sugar both con- 
trary to basic tenets of the Charter. 

5. Economic pressures have made it impossible for the countries 
of Europe to wait upon the leisurely Geneva negotiations for the 
reciprocal reduction of tariff barriers. A whole network of separate 
bilateral (and in large part barter) agreements recently have 
been concluded between approximately twenty-eight countries, 
including seven of the members of the Preparatory Committee at 
Geneva.'® As many of these agreements are tied to long-term 
loans, it will be difficult to supplant them within the near future.’® 

In working out the details of the present Charter, therefore, it 
has been necessary to place greater emphasis 

on the responsibility of member governments for maintenance 
of high levels of production and employment, 

on the right of member governments to protect their balance of 
payments by import restrictions, 

on the right of member governments to impose “transitional” 


17 The ITO Charter and an appropriation for the organization must be 
passed by the Senate. Although the reciprocal trade agreements negotiated 
at Geneva go into effect immediately by Executive Order, the enabling act 
will lapse by June 11, 1948 unless renewed by the House and Senate. 

18 These are arrangements between countries of eastern Europe and western 
nations. Britain, for example, has an agreement with Hungary, France with 
Poland, and the Anglo-American German Zone with Yugoslavia. 

19 At the first session in London both France and England warned that they 
probably would have to resort to trade controls and bilateral trade agreements 
for some time to come. 
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import and export restrictions to develop industries and protect 
internal economies against external deflations, 

on the right of member governments to impose restrictions re- 
quired by State trading monopolies and bulk buying.” 
Considerable latitude also has been allowed—amounting in some 
cases to escape clauses—with regard to quantitative restrictions,” 
domestic subsidies, international commodity agreements, a coun- 
try’s right to decide which imports are desirable. 


Tue Geneva CHARTER” 


Comparison of the present statement of Purpose and Objectives 
with that of the London Draft discloses the extent to which em- 
ployment, production, economic development, and safeguards 
“against deflationary pressure in the event of a serious or abrupt 
decline in the effective demand of other countries” have dominated 
the thinking of the delegates. The American delegates have resisted 
making the employment responsibilities of Members (Chapter 
IT) too rigid, on the other hand they have been able to capitalize 
on the general concern for economic development (Chapter III) 
to gain protection for foreign investments. Article 12, “Inter- 
national Investment for Economic Development,” which was 
added at Geneva as a concession—and a major one—to the United 
States, recognizes: 


that with appropriate safeguards international investment, both public 
and private, can be of great value in promoting economic development and 
consequent social progress . . . Members . . . agree to provide widest 
opportunities for investment and the greatest security for existing and 
future investments. . . . 

Members shall make just compensation if the property, in which a 
national of another Member has an interest, is taken into public ownership 
or placed under public management or occupation. 


20 Britain, for example, has long term bulk buying agreements for meat, 
bacon, butter, cheese, dried milk, eggs, sugar, wheat, canned fish. 

21 For some countries a major restrictive device, ¢.g. in 1937, 58 per cent 
of the imports of France were under quotas. 

22 A most valuable comparative analysis of the draft of the Charter has been 
ene by the United States delegation in Geneva. Because it gives a com- 
prehensive picture of the changes made in the present Charter, it is reproduced 
in full in Appendix I. 
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In a period when American capital is needed to rebuild the world 
the importance of this section to American business cannot be 
overstated. Article 14, (Transitional Measures) and 15 (Pref- 
erential Arrangements for Economic Development) were also 
added at Geneva and reflect the effort to adapt the Charter to 
current economic difficulties. 

This is also evident in new sections added to the Chapter on 
Commercial Policy (IV) e.g. Article 17 (1c) makes allowance 
for the many bilateral trade agreements effected in the past year 
and it is provided that “account shall be taken of any concessions 
which either Member is already extending to the other Member 
by virtue of previous negotiations regarding tariffs and preferences. 
...” and in 23 (1b) the “Members recognize that when a sub- 
stantial and widespread disequilibrium prevails’ special import 
restrictions are warranted. It should be noted that quantitative 
trade controls (Articles 20-24) have been bitterly debated and are 
subject to more exceptions than almost any other section. This 

of restriction is used more by other countries than by the 
United States, but because of the magnitude of our market, United 
States quotas have an extensive effect upon world economy. 

Throughout, great care has been exercised to allow for the 
varying degrees of State controls that exist (Article 31, paragraphs 
2, 3, 4 were added at Geneva) and to make it possible at some 
future date for Soviet Russia to join the Organization; moreover, 
Czechoslovakia has been represented on the Preparatory Com- 
mittee, and Poland has been an active observer. 

Chapter V (Restrictive Business Practices) and Chapter VI 
(Inter-Governmental Commodity Agreements) follow substantially 
the London Draft. 

It is significant that the Charter takes no cognizance of the Food 
and Agriculture Organization. The methods proposed in Articles 
52-67 for handling those primary commodities which have a 
tendency toward “persistent disequilibrium between production 
and consumption, the accumulation of burdensome stocks and 
pronounced fluctuations in prices,” are somewhat in conflict with 
the World Food Council under discussion by the FAO. The two 
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approaches will have to be brought into harmony and even coordj- 
nated if the objectives they have in common are to be realized, 

Chapters VII and VIII and IX on organization and adminis. 
trative matters have been considerably expanded at Geneva 0 
that the Charter, as it now stands, provides all necessary frame- 
work for the Organization to start operations. 


CoNCLUSIONS 


There has been much criticism of the Charter (more in other 
countries than in the United States), stemming primarily from the 
intolerable economic pressures under which most countries are 
living and fear of (a) extreme economic fluctuations in the United 
States which without adequate safeguards could quickly undermine 
efforts at economic planning and (b) United States competitive 
power.” As pointed out above, the Charter gives maximum con- 
sideration to the extraordinary problems of the transitional period, 
so much so that many criticize it as a series of escape clauses tied 
together with very tenuous principles. There can be little question 
that because of our extraordinarily powerful position, the success 
of the Charter will depend to an overwhelming degree upon our 
efforts as a nation to help restore a shattered world. Particularly 
it will depend upon the outcome of the reciprocal trade negotiations 
still in progress™* and the renewal of the Reciprocal Trade Agree- 
ments Act by Congress next June. Without a firm substructure 
of trade agreements, the Charter does become a complicated blue- 
print rather than the foundation for the building. 


23 The following is typical: “British opinion is unhappy about the Interna- 
tional Trade Organization. On the left, Socialists object to what seems undue 
interference with the nation’s right to plan its trade; on the right, Imperialists 
foresee the Empire’s unity disintegrating before the assault on Imperial 
Preference; in left, right and center alike there are fears that we are tying 
ourselves too closely to the powerful but violently erratic economy of the 
United States.”” “—ITO—Gamble or Prosperity,” A. C. Gilpin, Magazine 
of the Future, August 1947. 

24 As of September 29. A nineteen-nation subcommittee has approved a 
General Agreement on Tariffs and Trade which follows Chapter IV of the 
Charter and will govern the trade relations of those countries signing trade 
agreements until the Charter is passed by member governments and the 
International Trade Organization takes over. 
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The truth is, however, that the Charter represents the first 
effort in history to obtain wide adherence to a set of international 
ing rules. In that sense it is a monumental achievement and 
may well be looked upon in the future “as an important turning 
point in the present peace.” In the words of the Under-Secretary 
of State, William L. Clayton: 

It makes the first attempt in history to apply uniform principles of 
fair dealing to the international trade of private enterprise and public 
enterprise. 

It makes the first attempt through intergovernmental action to eliminate 
the abuses arising from the operations of international monopolies and 
cartels. 

It spells out for the first time a code of principles to govern the formation 
and operation of intergovernmental commodity agreements. 

It marks the first recognition in an international instrument of the 
interdependence of national programs for the stabilization of production 
and international programs for the liberation of trade. 

It recognizes the interdependence of international private investment 
and the economic development of backward areas and emphasizes the 
importance of such development to the well-being of all the peoples of the 
world. 


New expedients may have to follow the Marshall Plan before 
the world is again restored to productive pursuits. The Charter 
by providing a framework for the development of international 
economic cooperation can supply the kind of long-term guidance 
essential to this purpose of peaceful reconstruction. 
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CHAPTER I. PURPOSE AND OBJECTIVES 
Article 1 
RECOGNIZING the determination of the United Nations to 
promote peaceful and friendly relations among nations 


THE STATES parties to this Charter undertake in the fields of 
trade and employment to co-operate with one another and with 
the United Nations 


For The Purpose of 

REALIZING the aims set forth in the Charter of the United 
Nations, particularly the attainment of the higher standards of 
living, full employment and conditions of economic and social 
progress and development, envisaged in Article 55(a) of that 
Charter. TO THIS END they pledge themselves, individually 
and collectively, to promote national and international action de- 
signed to attain the following objectives: 


1. To assure a large and steadily growing volume of real income 
and effective demand, to increase the production, consumption and 
exchange of goods, and thus to contribute to a balanced and ex- 
panding world economy. 

2. To foster and assist industrial and general economic develop- 
ment, particularly of those countries which are still in the early 
stages of industrial development, and to encourage the international 
flow of capital for productive investment. 

3. To further the enjoyment by all countries, on equal terms, of 
access to the markets, products and productive facilities, which 
are needed for their economic prosperity and development. 

4. To reduce tariffs and other barriers to trade and to eliminate 
discriminatory treatment in international commerce. 

5. To enable countries, by increasing the opportunities for their 
trade and economic development on a mutually advantageous basis, 
to abstain from measures which would disrupt world commerce, 
reduce productive employment or retard economic progress. 

6. To facilitate through the promotion of mutual understanding, 
consultation and co-operation the solution of problems relating to 
international trade in the fields of employment, economic develop- 
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ment, commercial policy, business practices and commodity policy, 


ACCORDINGLY they hereby establish the INTERNATIONAL 
TRADE ORGANIZATION through which they shall co-operate 
as Members to achieve the purpose and the objectives set forth in 
this Article. 


CHAPTER II. EMPLOYMENT AND ECONOMIC ACTIVITY 


Article 2. Importance of Employment, Production and Demand in 
Relation to the Purpose of this Charter 


1. The Members recognise that the avoidance of unemployment 
or under-employment through the achievement and maintenance in 
each country of useful employment opportunities for those able 
and willing to work and of a large and steadily growing volume 
of production and effective demand for goods and services is not 
of domestic concern alone, but is also a necessary condition for 
the realisation of the general purpose and the objectives set forth 
in Article 1 of this Charter, including the expansion of inter- 
national trade, and thus for the well-being of all other countries. 

2. The Members recognise that, while the avoidance of un- 
employment or under-employment must depend primarily on 
domestic measures, such measures should be supplemented by 
concerted action under the sponsorship of the Economic and Social 
Council of the United Nations in collaboration with the appro- 
priate inter-governmental organizations, each of these bodies acting 
within its respective sphere and consistently with the terms and 
purposes of its basic instrument. 

3. The Members recognise that the regular exchange of in- 
formation and views among Members is indispensable for success- 
ful co-operation in the field of employment and economic activity 
and should be facilitated by the Organization. 


Article 3. Maintenance of Domestic Employment 


1. Each Member shall take action designed to achieve and 
maintain full and productive employment and large and steadily 
growing demand within its own territory through measures 
appropriate to its political, economic and social institutions. 
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2. Measures to sustain employment, production and demand 
shall be consistent with the other objectives and provisions of this 
Charter. Members shall seek to avoid measures which would have 
the effect of creating balance-of-payments difficulties for other 


countries. 
Article 4. Fair Labour Standards 


Each Member, recognising that all countries have a common 
interest in the achievement and maintenance of fair labour standards 
related to productivity, shall take whatever action may be appro- 
priate and feasible to eliminate sub-standard conditions of labour 
in production for export and generally throughout its territory. 
Members which are also members of the International Labour 
Organization shall co-operate with that organisation in giving 
effect to this undertaking. 


Article 5. Removal of Maladjustments within the Balance of Payments 


1. In the event that a persistent maladjustment within a Mem- 
ber’s balance of payments is a major factor in a situation in which 
other Members are involved in balance-of-payments difficulties 
which handicap them in carrying out the provisions of Article 3 
without resort to trade restrictions, the Member shall make its 
full contribution, while appropriate action shall be taken by the 
other Members concerned, towards correcting the situation. 

2. Action in accordance with this Article shall be taken with 
due regard to the desirability of employing methods which expand 


rather than contract international trade. 


Article 6. Exchange of Information and Consultation 


1. The Members and the Organization shall participate in 
arrangements made or sponsored by the Economic and Social 
Council of the United Nations, including arrangements with 
appropriate inter-governmental organizations: 


(a) for the systematic collection, analysis and exchange of 
information on domestic employment problems, trends and policies, 
including as far as possible information relating to national income, 
demand and the balance of payments. 
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(b) for consultation with a view to concerted action on the 
of governments and inter-governmental organizations in the field 
of employment policies. 

2. The Organization shall, if it considers that the urgency of 
the situation so requires, initiate consultations among Members 
with a view to their taking appropriate measures against the 
international spread of a decline in employment, production or 
demand. 


Article 7. Safeguards for Members Subject to 
External Deflationary Pressure 


The Organization shall have regard, in the exercise of its 
functions under other provisions of this Charter, to the need of 
Members to take action within the provisions of this Charter to 
safeguard their economies against deflationary pressure in the event 
of a serious or abrupt decline in the effective demand of other 
countries. 


CHAPTER Ill. ECONOMIC DEVELOPMENT 


Article 8. Importance of Economic Development in Relation to 
the Purpose of this Charter 


The Members recognize that all countries have a common 
interest in the productive use of the world’s human and material 
resources, and that the industrial and general economic develop- 
ment of all countries, and particularly of those in which resources 
are as yet relatively undeveloped, will improve opportunities for 
employment, enhance the productivity of labour, increase the 
demand for goods and services, contribute to economic balance, 
expand international trade and raise levels of real income. 


Article 9. Development of Domestic Resources and Productivity 
Members shall within their respective territories take action 
Article 8 
Wherever the term “industrial and general economic development’ 


or the terin “economic development” is used in this Chapter, it is intended 
. “ > P ” P 
also to include “reconstruction. 





e283 2 


1Z 


pr 


rer 
m: 
m< 
re 


fo 


pr 


te! 








¥e 
eld 


eF8e 


SaeSey es 


i  TTTa— 


547 


designed progressively to develop, and where necessary to recon- 
struct, industrial and other economic resources and to raise 
standards of productivity through measures consistent with the 
other provisions of this Charter. 


Article 10. Co-operation for Economic Development 


1. Members shall co-operate with one another, with the Eco- 
nomic and Social Council of the United Nations, with the Or- 
ganization and with other appropriate inter-governmental organi- 
zations in promoting industrial and general economic development. 

2. Subject to any arrangements entered into between the 
Organization and the Economic and Social Council and appropriate 
inter-governmental organizations, the Organization shall, within 
its powers and resources, furnish any Member which so requests 
with appropriate advice concerning its plans and the financing and 
the carrying out of its programmes for economic development, or 
shall assist it to procure such advice. Such advice or assistance 
shall be furnished upon terms to be agreed and in such collabora- 
tion with other appropriate inter-governmental organizations as 
will use fully the special competence of each of them. The Organ- 
ization shall, upon the same conditions, likewise aid Members in 
procuring appropriate technical assistance. 


Article 1. Means of Promoting Economic Development 


1. Progressive industrial and general economic development 
requires among other things adequate supplies of capital funds, 
materials, modern equipment and technology, and technical and 
managerial skills. Accordingly, no Member shall impose un- 
reasonable or unjustifiable impediments that would prevent other 
Members from obtaining on equitable terms any such facilities 
for their economic development, and the Members shall co-operate 
in accordance with Article 10, in providing or arranging for the 
provision of such facilities, within the limits of their power. 

2. In order to stimulate and assure the provision and exchange 
of facilities for industrial and general economic development, no 
Member shall take unreasonable or unjustifiable action within its 
territories injurious to the rights or interests of nationals of other 
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Members in the enterprise, skills, capital, arts or technology 
which they have supplied. 

3. The Organization may make recommendations for and pro- 
mote international agreement on measures designed to assure just 
and equitable treatment for the enterprise, skills, capital, arts and 
technology brought from one Member country to another, includ- 
ing the elaboration and adoption of a general agreement or state- 
ment of principles as to the conduct, practices and treatment of 
foreign investment. 

4. The term “nationals” as used in Articles 11 and 12 comprises 
natural and legal persons. 


Article 12. International Investment for Economic Development 


1. The Members recognize that, with appropriate safeguards, 
including measures adequate to ensure that foreign investment is 
not used as a basis for interference in the internal affairs or national 
policies of Members, international investment, both public and 
private, can be of great value in promoting economic development 
and consequent social progress. They recognize that such develop- 
ment would be facilitated if Members were to afford, for inter- 
national investments acceptable to them, reasonable opportunities 
upon equitable terms to the nationals of other Members and 
security for existing and future investments. Accordingly they 
agree to provide, consistent with the limitations recognized as 
necessary in this Article, the widest opportunities for investment 
and the greatest security for existing and future investments. 


Paragraph 3 of Article 12 (Drafting Committee Report, New York) 
was deleted on the ground that this subject was already covered by the 
provisions of Article 89. In this connection, without prejudice to the usual 
practice and procedure under the general principles of international law, 
it was agreed that deletion of paragraph 3 would carry no implication that 
a Member could not, as under other parts of the Charter, present a 
complaint to the Organization arising out of a violation of Articles 11 
or 12 and affecting the interests of a national of such Member. 


2. Subject to restrictions imposed in accordance with the 
Articles of Agreement of the International Monetary Fund or 
with a special exchange agreement entered into between the 
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| Member and the Organization under paragraph 6 of Article 24 of 
BY this Charter, 


(a) with respect to existing investments or to future invest- 





a ments after they have been made, no Member shall impose, 
ye | directly or indirectly, requirements on the investments of nationals 
lud- of other Members which are appreciably more onerous than those 
ni which the Member imposes in similar circumstances upon its own 
ra nationals or upon the nationals of third countries. Nevertheless 

| the following shall not be deemed to be in conflict with this 
tas obligation : 

(i) requirements in force at the time of making the invest- 
ment or at the time that the Charter shall have come into force 
with respect to the Member, whichever is later; 

rds, (ii) requirements in force at the time of any substantial addi- 
tis | tion to the investment or change in the nature of the business 
mal | based upon the investment, in respect of such addition or such 
and | change; 
ent (iii) reasonable measures to ensure participation under (iv) 
op- below, by the nationals of the Member in the future expansion 
ee of any branch of industry within its territories through increased 
ties investment; Provided that, if the nationals of other Members 
a whose interests are materially affected believe that the measure 
ney taken is inconsistent with the provisions of this paragraph, the 
os Member taking the measure will provide adequate opportunity 
ent | for consultation with a view to reaching a satisfactory settle- 
ment with the affected nationals; 

(iv) reasonable measures taken to ensure.the transfer of 
rk) : ownership, in whole or in part, of any investment within its 
the | territories from the nationals of any other Member to its own 
- nationals, it being understood that such measures will provide 
re for the payment of just consideration for the ownership trans- 
ta | ferred and that if the nationals of any other Member believe 
i such provision has not been made, the Member will provide 


adequate opportunity for consultation in the manner described 
the in (iii) above. 





the The Delegation of Czechoslovakia reserved its position on Article 12. 
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The Delegation of New Zealand entered a formal reservation on Article 
12 subject to further consultation with its Government. 

The Delegation of Norway deferred for the time being its decision as 
to whether or not it could accept Article 12 on the ground that it had not 
had sufficient time to study this Article. 

Paragraph 2 

The word “just” in paragraphs 2(a) (iv) and 2(b) of Article 12 covers 
all aspects of the payment of consideration or compensation, including 
adequacy and time of payment, from the point of view both of the payer 
and of the receiver, and makes it clear that compensation would not be 
payable where, because of a violation of a law in force, property has been 
forfeited or taken under public management or occupation whether by 
executive action in accordance with pre-existing law or as a penalty under 
judicial procedure. 

It has been recognized that the provisions of paragraphs 2(a) (iv) and 
2(b) are not applicable when the measures of transfer of ownership have 
been effected pursuant to the terms of a treaty of peace or in conformity 
with other international agreements related to the conclusion of the war. 

The Belgian Delegation wishes to have it recorded that, even though the 
word “prior” has not been included in the text, its interpretation of just 
consideration or compensation would include the idea that the amount of 
consideration or compensation to be paid should be fixed “prior” to the 
property being taken into public ownership or placed under public manage- 
ment or occupation. 

A Member’s obligation to ensure the payment of just consideration or 
just compensation to a foreign national (in so far as it is an obligation to 
make payment in currency) is essentially an obligation to make payment 
in the local currency of that Member. The extent to which transfers of 
such payment into other currencies are to be allowed is for determination 
by the Member government in accordance with its general foreign ex- 
change policy maintained consistently with the Articles of Agreement of 
the International Monetary Fund or with a special exchange agreement 
executed by that Member pursuant to Article 24 of the Charter. This 
shall not prevent a country taking action to give effect to any greater 
obligations in respect of such transfers as it may have accepted in an 
international agreement, provided that such action is consistent with its 
obligations under the Charter and under the Articles of Agreement of the 
International Monetary Fund. A Member would not, however, be ful- 
filling its obligation to ensure the payment of just consideration or just 
compensation if it restricted the transferability of such payments to a 
greater extent than required by its general foreign exchange policy 4s 
conditioned by the preceding sentence. In this connection, attention 1s 
invited to paragraph (i) of Article XIX of the Articles of Agreement of 
the International Monetary Fund. 
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(b) Members shall make just compensation if the property, in 
which a national of another Member has an interest, is taken into 
public ownership or placed under public management or occupa- 
tion. 

3. Members shall promote co-operation between national and 
foreign enterprises or investors for the purpose of fostering eco- 
nomic development in cases where such co-operation appears to 
the Members concerned to be appropriate. 


Article 13. Governmental Assistance to Economic Development 


1. The Members recognize that special governmental assistance 
may be required to promote the establishment, development or 
reconstruction of particular industries, or particular branches of 
agriculture, and that in appropriate circumstances the grant of 
such assistance in the form of protective measures is justified. At 
the same time they recognize that an unwise use of such measures 
would impose undue burdens on their own economies, unwarranted 
restrictions on international trade and might increase unnecessarily 
the difficulties of adjustment for the economies of other countries. 


2. (a) If a Member in the interest of its programme of eco- 
nomic development or reconstruction considers it desirable to 
adopt any non-discriminatory measure which would conflict with 
any provision of Chapter IV or with any obligation which the 
Member has assumed through negotiations with any other Mem- 
ber or Members pursuant to Chapter IV, such applicant Mem- 
ber shall so notify the Organization and shall transmit to the Or- 
ganization a written statement of the considerations in support ot 
the adoption of the proposed measure. 

(b) The Organization shall promptly transmit such statement 
to all other Members, and any Member which considers that its 
trade would be substantially affected by the proposed measure 
shall transmit its views to the Organization within such period as 
shall be prescribed by the Organization. 

(c) The Organization shall then promptly examine the pro- 
posed measure to determine whether it concurs in it, with or 
without modification, and shall in its examination have regard to 
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the provisions of this Charter, to the considerations presented by 
the applicant Member and its stage of economic development or 
reconstruction, to the views presented by Members who may be 
substantially affected, and to the effect which the proposed 
measure, with or without modification, is likely to have on inter- 
national trade. 

3. (a) If as a result of its examination pursuant to paragraph 
2(c) of this Article the Organization concurs in principle in any 
proposed measure, with or without modification, which would be 
inconsistent with any obligation that the applicant Member has 
assumed through negotiations with any other Member or Members 
pursuant to Chapter IV, or which would tend to nullify or impair 
the benefit to such other Member or Members of any such obligz- 
tion, the Organization shall sponsor and assist in negotiations 
between the applicant Member and the other Member or Members 
which would be substantially affected with a view to obtaining 
substantial agreement. The Organization shall establish and com- 
municate to the Members concerned a time schedule for such 
negotiations. 


The Delegation of China reserved its position on Article 13 but indicated 
that it was prepared to recommend the text of this Article to its Gover 
ment for further consideration without committing its Government and 
while reserving the right to request re-examination of this Article at the 
World Conference. 

(b) Members shall commence the negotiations provided for in 
sub-paragraph (a) of this paragraph within such period as the 
Organization may prescribe and shall thereafter, unless the 
Organization decides otherwise, proceed continuously with such 
negotiations with a view to reaching substantial agreement in 
accordance with the time schedule laid down by the Organization. 

(c) Upon substantial agreement being reached, the Organiza- 
tion may release the applicant Member from the obligation re 
ferred to in sub-paragraph (a) of this paragraph or from any other 
relevant obligation under this Charter, subject to such limitations 
as may have been agreed upon in the negotiations between the 
Members concerned. 
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4. (a) If, as a result of its examination pursuant to paragraph 
2(c) of this Article, the Organization concurs in any proposed 
measure, with or without modification, other than those provided 
for in paragraph 3(a) of this Article, which would be inconsistent 
with any provision of Chapter IV, the Organization may release 
the applicant Member from any obligation under such provision, 
subject to such limitations as the Organization may impose. 





The Delegation of India reserved its position on Article 13 and the 
whole subject of quantitative restrictions for protective purposes while 
stating that it had reported the text of this Article to its Government and 
would make a further statement in this connection upon receipt of in- 
structions from its Government. 

(b) If, having regard to the provisions of paragraph 2(c), it is 
established in the course of such examination that such measure 
is unlikely to be more restrictive of international trade than any 
other practicable and reasonable measure permitted under this 
Charter which could be imposed without undue difficulty and that 
it is the one most suitable for the purpose having regard to the 
economics of the industry or the branch of agriculture concerned 
and to the current economic condition of the applicant Member, 
the Organization shall concur in such measure and grant such 
release as may be required to make such measure effective. 

(c) If in anticipation of the concurrence of the Organization in 
the adoption of a measure concerning which notice has been given 
under paragraph 2 of this Article, other than a measure provided 
for in paragraph 3(a) of this Article, there should be an increase 
or threatened increase in the importations of the product or 
products concerned, including products which can be directly 
substituted therefor, so substantial as to jeopardize the plans of 
the applicant Member for the establishment, development or re- 
construction of the industry or industries concerned, or branches 
of agriculture concerned, and if no preventive measures consistent 
with this Charter can be found which seem likely to prove effective, 
the applicant Member may, after informing, and when practicable 
consulting with, the Organization, adopt such other measures as 
the situation may require pending a determination by the Organ- 
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ization, provided that such measures do not reduce imports below 
the level obtaining in the most recent representative period pre- 
ceding the date on which the Member’s original notification was 
made under paragraph 2 of this Article. 


The Delegation of Lebanon reserved its position on Article 13 pending 
the World Conference. 

The Delegation of New Zealand reserved its position on Article 1; 
pending receipt of instructions from its Government. 

5. (a) In the case of measures referred to in paragraph 3 of 
this Article, the Organization shall, at the earliest opportunity but 
ordinarily within fifteen days after receipt of the statement referred 
to in paragraph 2(a) of this Article, advise the applicant Member 
of the date by which the Organization will notify it whether or 
not it concurs in principle in the proposed measure, with or without 
modification. 

(b) In the case of measures referred to in paragraph 4 of this 
Article, the Organization shall, as provided for in paragraph 5 (a), 
advise the applicant Member of the date by which it will notify 
it whether or not it is released from such obligation or obligations 
as may be relevant; Provided that, if the applicant Member does 
not receive a final reply by the date set by the Organization, it 
may, after communicating with the Organization, institute the 
proposed measure after the expiration of a further thirty days from 
such date. 

Article 14. Transitional Measures 


1. Any Member may maintain any non-discriminatory pro- 
tective measure which has been imposed for the establishment, 
development or reconstruction of particular industries and which 
is not otherwise permitted by this Charter: Provided that 


(a) any such Member who is a signatory of the General Agree- 
ment on Tariffs and Trade shall have notified the other signatory 
governments not later than thirty days prior to the day of the 
signature of the Agreement of each product on which any such 
existing measure is to be maintained and of the nature and purpose 
of such measure, and 

(b) any such Member not being a signatory of the General 
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Agreement but having signed this Charter on the day of its general 
signature, shall have notified the other governments signing this 
Charter on that day, prior to their signature, of each product on 
which any such existing measure is to be maintained and of the 
nature and purpose of such measure, and 

(c) any other such Member shall, prior to the day of its sig- 
nature of this Charter, have notified the existing measures that it 
wishes to maintain to all governments which signed the Charter 
on the day of its general signature, or if this Charter has already 
entered into force, to the Members of the Organization. Any 
Member maintaining any such measure shall within one month of 
assuming Membership in the Organization notify it of the measure 
concerned, the considerations in support of its maintenance and 
the period for which it wishes to maintain the measure. The 
Organization shall, as soon as possible, but in any case within 
twelve months of such Member assuming Membership in the 
Organization, examine and give a decision concerning the measure 
as if it had been submitted to the Organization for its concurrence 
under Article 13. 


2. The Organization, in making a decision under this Article 
specifying a date by which any modification in or withdrawal of 
the measure is to be made, shall have regard to the possible need 
of a Member for a suitable period of time in which to make such 
modification or withdrawal. 


Article 14 

The Delegation of Lebanon reserved its position on Article 14 pending 
the World Conference. 

The Delegation of New Zealand reserved its position on Article i4 
pending receipt of instructions from its Government. 


Paragraph 1 
The general signature referred to in sub-paragraphs (b) and (c) above, 
is the signature contemplated at the conclusion of the World Conference. 
The United States Delegation wishes to have it recorded that it assumes 
that sub-paragraph (c) is to be interpreted as permitting Members so 
notified effectively to question the nature and extent of such measures 
before the adherence of the Member proposing to maintain them becomes 


effective. 
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3. This Article shall not be construed to apply to a measure 
which would be inconsistent with any obligation that the Member 
concerned has assumed through negotiations with any other 
Member or Members pursuant to Chapter IV or which would 
tend to nullify or impair the benefit to such other Member or 
Members of any such obligation. 


Article 15. Preferential Arrangements for Economic Development 


1. The Members recognize that special circumstances may 
justify new preferential arrangements between two or more 
countries, not contemplating a customs union, in the interest of 
the programmes of economic development or reconstruction of 
one or more such countries. Subject to such limitations as it may 
impose, the Organization may grant [by an affirmative vote of 
two-thirds of the Members voting] an exception to the provisions 
of Chapter IV to permit such arrangements to be made. 

2. Any Member or Members contemplating such an arrange- 
ment shall notify the Organization thereof and shall transmit to it 
a written statement of the considerations in support of the adop- 
tion of the arrangement. The Organization shall then examine and 
give a decision concerning the proposal as if it had been submitted 
for its concurrence under Article 13. Any country which would 
be accorded preferential treatment by another country under the 
proposed arrangement shall be regarded as an applicant Member 
for the purpose of that Article. 


The Delegation of Brazil entered a reservation on Article 15 pending a 
decision on the question of voting requirements under this Article. 

The Delegation of Chile reserved its position on Article 15 both with 
respect to the principle of prior approval and with respect to the voting 
requirements of a two-third majority if the latter is decided upon. 

The words in square brackets in paragraph 1 were left for consideration 
at the World Conference. 
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CHAPTER IV. COMMERCIAL POLICY 


Section A— Tariffs, Preferences and 
Internal Taxation and Regulation 


Article 16. General Most-Favoured Nations Treatment 


1. With respect to customs duties and charges of any kind 
imposed on or in connection with importation or exportation or 
imposed on the international transfer of payments for imports or 
exports, and with respect to the method of levying such duties 
and charges, and with respect to all rules and formalities in con- 
nection with importation and exportation, and with respect to all 
matters referred to in paragraphs 1 and 2 of Article 18, any ad- 
vantage, favour, privilege or immunity granted by any Member 
to any product originating in or destined for any other country, 
shall be accorded immediately and unconditionally to the like 
product originating in or destined for all other Member countries 
respectively. 

2. The provisions of paragraph 1 of this article shall not require 
the elimination, except as provided in Article 17, of any pref- 
erences in respect of import duties or charges which do not 
exceed the levels provided for in paragraph 3 of this Article and 
which fall within the following descriptions: 

(a) preferences in force exclusively between two or more of 
the territories listed in Annex A to this Charter, subject to the 
conditions set forth therein; 

(b) preferences in force exclusively between two or more 
territories which on 1 July 1939 were connected by common 
sovereignty or relations of protection or suzerainty and which are 
listed in Annexes B, C, D and . . . of this Charter, subject to the 
conditions set forth therein; 

(c) preferences in force exclusively between the United States 
of America and the Republic of Cuba; 

(d) preferences in force exclusively between neighbouring 
countries listed in Annexes, E, F and . . . of this Charter. 


Article 16 
“The following kinds of customs action, taken in accordance with 
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established uniform procedures, would not be contrary to a general 
binding of margins of preference. 

(i) the re-application to an imported product of a tariff classification of 
rate of duty, properly applicable to such product, in cases in which the 
application of such classification or rate to such product was temporarily 
suspended or inoperative on 10 April 1947; and 

(ii) the application to a particular commodity of a tariff item other 
than that which was actually applied to importations on that commodity 
on 1o April 1947, in cases in which the tariff law clearly contemplates 
that such commodity may be classified under more than one tariff item.” 

The Delegates of Chile and Lebanon-Syria reserved their position on 
this Article. 

Paragraph 2 

The Delegate for Cuba reserved his position in relation to preferences 

accorded by differential internal taxes. 


3. The margin of preference on any product in respect of which 
a preference is permitted under paragraph 2 of this Article shall 
not exceed (a) the maximum margin provided for under the 
General Agreement on Tariffs and Trade or any subsequent 
operative agreement resulting from negotiations under Article 17, 
or (b) if not provided for under such agreements, the margin 
existing either on 10 April 1947 or on such earlier date as may 
have been established for a Member as a basis for negotiating the 
General Agreement on Tariffs and Trade, at the option of such 
Member. 


Article 17. Reduction of Tariffs and Elimination of Preferences 


1. Each Member shall, upon the request of the Organization, 
enter into and carry out with such other Member or Members as 
the Organization may specify, negotiations directed to the sub- 
stantial reduction of tariffs and other charges on imports and 


exports and to the elimination of the preferences referred to in | 


paragraph 2 of Article 16 on a reciprocal and mutually advantageous 
basis. These negotiations shall proceed in accordance with the 
following rules: 


(a) In the negotiations relating to any specific product 

(i) when a reduction is negotiated only in the most-favoured- 
nation rate, such reduction shall operate automatically to reduce 
or eliminate the margin of preference applicable to that product; 








hich 
hall 


uent 
1), 


a 


uch 


$ as 
sub- 


>m | 


0us 


luce 
uct; 


+ ee oN 


559 


(ii) when a reduction is negotiated only in the preferential 
rate, the most-favoured-nation rate shall automatically be re- 
duced to the extent of such reduction; 

(iii) when it is agreed that reductions will be negotiated in 
both the most-favoured-nation rate and the preferential rate, the 
reduction in each shall be that agreed by the parties to the 
negotiations; 

(iv) no margin of preference shall be increased. 

(b) The binding of low tariffs or of tariff-free treatment shall 
in principle be recognized as a concession equivalent in value to 
the substantial reduction of high tariffs or the elimination of tariff 
preferences. 

(c) Account shall be taken of any concessions which either 
Member is already extending to the other Member by virtue of 
previous negotiations regarding tariffs and preferences pursuant 
to this Article. 

(d) The results of such negotiations shall be incorporated in 
the General Agreement on Tariffs and Trade, signed at .......... 
Pee. vie ies , 1947, by agreement with the parties to that 
Agreement, and thereupon the parties to such negotiation shall 
become contracting parties to the General Agreement on Tariff 
Trade if they are not so already. 


Article 17 

The provisions of this Article do not prevent members from concluding 
new, or maintaining existing, bilateral tariff agreements which are not 
incorporated in the General Agreement on Tariffs and Trade, provided 
that such agreements are consistent with the relevant principles of Article 
17 and that the concessions made by a Member under such agreements 
are generalized to all members in accordance with Article 16. 

The Cuban Delegation has recorded a reservation to Article 17. 
Paragraph 1 

The undertaking to negotiate regarding preferences necessarily implies 
that prior international commitments to grant particular preferences 
will not be permitted to frustrate the undertaking to negotiate. For this 
reason the provisions of sub-paragraph 1(a) of the New York draft have 
been omitted from the Charter as being implicit. 

Obviously any agreement reached affecting preferences provided for 
in any prior commitment would require, in order to be implemented, such 
change in the latter as might be necessary to give effect to the agreement. 
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This change would either have to be agreed between the parties to the 
prior commitment or, if they could not agree, the party wishing to make 
the change, in order to proceed, would have to terminate the prior com- 
mitment in accordance with its terms. 

2. If any Member considers that any other Member has failed 
to fulfil its obligations under paragraph 1 of this Article, such 
Member may refer the matter to the Organization which, after 
investigation, shall make appropriate recommendations to the 
Members concerned. If the Organization finds that a Member has 
failed without sufficient justification, having regard to its economic 
position and the provisions of the Charter as a whole, to carry 
out negotiations within a reasonable period of time in accordance 
with the requirements of paragraph 1 of this Article, the Organi- 
zation may determine that any Member or Members shall, not- 
withstanding the provisions of Article 16, be entitled to withhold 
from the trade of the other Member any of the tariff benefits 
which may have been negotiated pursuant to paragraph 1 of this 
Article, and embodied in Part I of the General Agreement on 
Tariffs and Trade. If such benefits are in fact withheld, so as to 
result in the application to the trade of the other Member of 
tariffs higher than would otherwise have been applicable, such other 
Member shall then be free, within sixty days after such action is 
taken, to withdraw from the Organization upon the expiration of 
sixty days from the date on which written notice of such with- 
drawal is received by the Organization. 

3. The provisions of this Article shall operate in accordance 
with the provisions of Article 81. 


Article 18. National Treatment on Internal Taxation and Regulation 


1. The products of any Member country imported into any 
other Member country shall be exempt from internal taxes and 
other internal charges of any kind in excess of those applied directly 
or indirectly to like products of national origin. Moreover, in cases 
in which there is no substantial domestic production of like 
products of national origin, no Member shall apply new or in- 
creased internal taxes on the products of other Member countries 
for the purpose of affording protection to the production of 
directly competitive or substitutable products which are not 
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similarly taxed; existing internal taxes of this kind shall be subject 
to negotiation for their reduction or elimination in the manner 
provided for in respect of tariffs and preferences under Article17. 

2. The products of any Member country imported into any 
other Member country shall be accorded treatment no less favour- 
able than that accorded to like products of national origin in 
respect of all laws, regulations and requirements affecting their 
internal sale, offering for sale, purchase, transportation, distribu- 
tion, or use. This paragraph shall not prevent the application of 
differential transportation charges which are based exclusively on 
the economic operation of the means of transport and not on the 
nationality of the product. 


3- In applying the principles of paragraph 2 of this Article to 
internal quantitative regulations relating to the mixture, processing 
or use of products in specified amounts or proportions, the Mem- 
bers shall observe the following provisions: 


(a) no regulations shall be made which, formally or in effect, 
require that any specified amount or proportion of the product in 
respect of which such regulations are applied must be supplied 
from domestic sources; 

(b) no Member shall, formally or in effect, restrict the mixing, 
processing or use of a product of which there is no substantial 
domestic production with a view to affording protection to the 
domestic production of a directly competitive or substitutable 
product. 


Article 18 

The Delegate of Norway reserved his position on this Article. 
Paragraph 1 

The Delegate for China reserved his position provisionally and proposed 
the deletion of the second and third sentences. 

The Delegate for Chile reserved his position on the second and third 
sentences. 

The Delegate for Cuba reserved his position and proposed a new para- 
graph permitting the exemption of domestic products from internal taxes 
for development purposes. 


Paragraph 3 
The Delegate of Chile reserved his position on this paragraph. 
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4. The provisions of paragraph 3 of this Article shall not apply 
to: 


(a) any internal quantitative regulation relating to cinemato- 
graph films and meeting the requirements of Article 19; 

(b) any other measures of internal quantitative control in force 
in any Member country on 1 July 1939 or 10 April 1947 at the 
option of that Member, Provided that any such measure which 
would be in conflict with the provisions of paragraph 3 of this 
Article shall not be modified to the detriment of imports and shall 
be subject to negotiations for its limitation, liberalization or 
elimination in the manner provided for in respect of tariffs and 
preferences under Article 17. 


Paragraph 4 

The Delegate for New Zealand reserved his position on sub-paragraph 
(b) pending further consideration. 

5. The provisions of this Article shall not apply to the procure- 
ment by governmental agencies of products purchased for govern- 
mental purposes and not for resale or use in the production of 
goods for sale, nor shall they prevent the payment to domestic 
producers only of subsidies provided for under Article 25, includ- 
ing payments to domestic producers derived from the proceeds of 
internal taxes or charges and subsidies effected through govern- 
mental purchases of domestic products. 


Paragraph 5 
The Delegate for China reserved his position provisionally and proposed 
to delete the words “‘or use in the production of goods for sale.” 


Article 19. Special Provisions Relating to Cinematograph Films 


1. If any Member establishes or maintains internal quantitative 
regulations relating to exposed cinematograph films, such regula- 
tions shal] take the form of screen quotas which shall conform to 
the following conditions and requirements : 


(a) Screen quotas may require the exhibition of cinematograph 
films of national origin during a specified minimum proportion of 
the total screen time actually utilized over a specified period of 
not less than one year in the commercial exhibition of all films 
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of whatever origin, and shall be computed on the basis of screen 
time per theatre per year or the equivalent thereof. 

(b) With the exception of screen time reserved for films of 
national origin under a screen quota, no screen time, including 
screen time released by administrative action from minimum time 
reserved for films of national origin, shall formally or in effect be 
allocated among sources of supply. 

(c) Notwithstanding the provisions of sub-paragraph (b) above, 
Members may maintain screen quotas conforming to the conditions 
of sub-paragraph (a) which reserve a minimum proportion of 
screen time for films of a national origin other than that of the 
Member imposing such screen quotas; Provided, that no such 
minimum proportion of screen time shall be increased above the 
level in effect on April 10, 1947. 

(d) Screen quotas shall be subject to negotiation for their 
limitation, liberalization or elimination in the manner provided for 
in respect of tariffs and preferences under Article 17. 


The Delegate of the United Kingdom reserved his position for the time 
being. 


Section B. Quantitative Restrictions and Exchange Controls 


Article 20. General Elimination of Quantitative Restrictions 


1. No prohibitions or restrictions other than duties, taxes or 
other charges, whether made effective through quotas, import or 
export licenses or other measures, shall be instituted or maintained 
by any Member on the importation of any product of any other 
Member country or on the exportation or sale for export of any 
product destined for any other Member country. 

2. The provisions of paragraph 1 of this Article shall not extend 
to the following: 


(a) export prohibitions or restrictions temporarily applied to 
prevent or relieve critical shortages of foodstuffs or other products 
essential to the exporting Member country; 

(b) import and export prohibitions or restrictions necessary to 
the application of standards or regulations for the classification, 
grading or marketing of commodities in international trade; if, in 
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the opinion of the Organization, the standards or regulations 
adopted by a Member under this sub-paragraph have an unduly 
restrictive effect on trade, the Organization may request the 
Member to revise the standards or regulations; Provided that it 
shall not request the revision of standards internationally agreed 
under paragraph 7 of Article 38; 


Article 20 

The Cuban Delegation reserved its position on the Article in view of 
the rejection of its proposal for exempting restrictions up to 50% of 
domestic consumption for promoting the maintenance, development or 
reconstruction of an industry. 

The Chinese Delegation reserved its position in respect of the proposal 
by the Chinese Delegation to add a sub-paragraph 2(d) providing a pro- 
cedure for releasing a Member, without the prior approval of the Organiza- 
tion, from the obligation to refrain from import restrictions when the 
industry in question is of vital importance. 


(c) import restrictions on any agricultural or fisheries product, 
imported in any form, necessary to the enforcement of govern- 
mental measures which operate: 


Paragraph 2(c) 

The Chilean Delegation reserved its position on this paragraph. 

The term “in any form’”’ in this paragraph covers the same products 
when in an early stage of processing and still perishable, which com 
directly with the fresh product and if freely imported would tend to make 
the restriction on the fresh product ineffective. 


(i) to restrict the quantities permitted to be marketed or 
produced of the like domestic product, or, if there is no sub- 
stantial domestic production of the like product, of a domestic 
product for which the imported product can be directly sub- 
stituted; or 

(ii) to remove a temporary surplus of the like domestic 
product, or, if there is no substantial domestic production of the 
like product, of a domestic product for which the imported 
products can be directly substituted, by making the surplus 
available to certain groups of domestic consumers free of charge 
or at prices below the current market level; or 
(iii) to restrict the quantities permitted to be produced of 
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any animal product the production of which is directly de- 
pendent, wholly or mainly, on the imported commodity, if the 
domestic production of that commodity is relatively negligible. 


Any Member applying restrictions on the importation of any 
product pursuant to this sub-paragraph shall give public notice of 
the total quantity or value of the product permitted to be imported 
during a specified future period and of any change in such quantity 
or value. Moreover, any restrictions applied under (i) above shall 
not be such as will reduce the total of imports relative to the total 
of domestic production, as compared with the proportion which 
might reasonably be expected to rule between the two in the 
absence of restrictions. In determining this proportion, the Mem- 
ber shall pay due regard to the proportion prevailing during a 
previous representative period, and to any special factors which 
may have affected or may be affecting the trade in the product 
concerned. 


Paragraph 2: last sub-paragraph 

The term “special factors” includes changes in relative productive 
efficiency as between domestic and foreign producers, or as between 
different foreign producers, but not changes artificially brought about 
by means not permitted under the Charter. 

3. Throughout this Section the terms “import restrictions’’ or 
“export restrictions” include restrictions made effective through 


state-trading operations. 


Article 21. Restrictions to Safeguard the Balance of Payments 


1. Notwithstanding the provisions of paragraph 1 of Article 20, 
any Member, in order to safeguard its external financial position 
and balance of payments, may restrict the quantity of value of 
merchandise permitted to be imported, subject to the provisions of 
the following paragraphs of this Article. 

2. (a) No Member shall institute, maintain or intensify import 
restrictions under this Article except to the extent necessary 

(i) to forestall the imminent threat of, or to stop, a serious 
decline in its monetary reserves, or 
(ii) in the case of a Member with very low monetary re- 
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serves, to achieve a reasonable rate of increase in its reserves; 
due regard being paid in either case to any special factors which 
may be affecting the Member’s reserves or need for reserves, 
including, where special external credits or other resources are 
available to it, the need to provide for the appropriate use of 
such credits or resources. 

(b) Members applying restrictions under sub-paragraph (a) 
shall progressively relax them as such conditions improve, main- 
taining them only to the extent that the conditions specified in that 
sub-paragraph still justify their application. They shall eliminate 
the restrictions when conditions would no longer justify their 
institution or maintenance under that sub-paragraph, 


The Australian Delegation has recorded a reservation against the text 
of Article 21, paragraph 2(b) on the grounds that the present language 
does not accurately express the intention. 

3. (a) The Members recognize that in the early years of the 
Organization all of them will be confronted in varying degrees 
with problems of economic adjustment resulting from the war. 
During this period the Organization shall, when required to take 
decisions under this Article or under Article 23, take full account 
of the difficulties of post-war adjustment and of the need which a 
Member may have to use import restrictions as a step towards 
the restoration of equilibrium in its balance of payments on a 
sound and lasting basis. 

(b) The Members recognize that, as a result of domestic 
policies directed toward the fulfilment of a Member’s obligations 
under Article 3 relating to the achievement and maintenance of 
full and productive employment and large and steadily growing 
demand or its obligations under Article 9 relating to the recon- 
struction or development of industrial and other economic resources 
and to the raising of standards of productivity, such a Member 
may experience a high level of demand for imports. Accordingly: 


(i) notwithstanding the provisions of paragraph 2 of this 
Article no Member shall be required to withdraw or modify 
restrictions on the ground that a change in such policies would 
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render unnecessary the restrictions which it is applying under 
this Article. 





The phrase “notwithstanding the provisions of paragraph 2 of this 
Article” has been included in the text to make it quite clear that a Mem- 
ber’s import restrictions otherwise “necessary” within the meaning of 
sub-paragraph 2(a) shall not be considered unnecessary on the ground 
that a change in domestic policies as referred to in the text could improve 
a Member’s monetary reserve position. The phrase is not intended to 
suggest that the provisions of paragraph 2 are affected in any other way. 


(ii) any Member applying import restrictions under this 
Article may determine the incidence of the restrictions on im- 
ports of different products or classes of products in such a way 
as to give priority to the importation of those products which 
are more essential in the light of such policies. 

(c) Members undertake, in carrying out their domestic policies : 

(i) to pay due regard to the need for restoring equilibrium 
in their balance of payments on a sound and lasting basis and 
to the desirability of assuring an economic employment of 
productive resources; 

(ii) not to apply restrictions so as to prevent unreasonably 
the importation of any description of goods in minimum com- 
mercial quantities, the exclusion of which would impair regular 
channels of trade, or restrictions which would prevent the 
importation of commercial samples, or prevent compliance with 
patent, trademark, copyright, or similar procedures; and 

(iii) to apply restrictions under this Article in such a way 
as to avoid unnecessary damage to the commercial or economic 
interests of any other Member. 


4. (a) Any Member which is not applying restrictions under 
this Article, but is considering the need to do so, shall, before 
instituting such restrictions (or, in circumstances in which prior 
consultation is impracticable, immediately after doing so), consult 
with the Organization as to the nature of its balance of payments 
difficulties, alternative corrective measures which may be avail- 
able, and the possible effect of such measures on the economies 
of other Members. No Member shall be required in the course 
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of consultations under this sub-paragraph to indicate in advance 
the choice or timing of any particular measure which it may 
ultimately determine to adopt. 

(b) The Organization may at any time invite any Member 
which is applying import restrictions under this Article to enter 
into such consultations with it, and shall invite any Member sub- 
stantially intensifying such restrictions to consult within thirty 
days. A Member thus invited shall participate in such discussions, 
The Organization may invite any other Member to take part in 
these discussions. Not later than two years from the day on which 
this Charter enters into force, the Organization shall review all 
restrictions existing on that day and still applied under this Article 
at the time of the review. 

(c) Any Member may consult with the Organization with a 
view to obtaining the prior approval of the Organization for re- 
strictions which the Member proposes, under this Article, to 
maintain, intensify or institute, or for the maintenance, intensifica- 
tion or institution of restrictions under specified future conditions. 
As a result of such consultations, the Organization may approve 
in advance the maintenance, intensification or institution of re- 
strictions by the Member in question in so far as the general extent, 
degree of intensity and duration of the restrictions are concerned. 
To the extent to which such approval has been given, the require- 
ments of sub-paragraph (a) of this paragraph shall be deemed to 
have been fulfilled, and the action of the Member applying the 
restrictions shall not be open to challenge under sub-paragraph (d) 
of this paragraph on the ground that such action is inconsistent 
with the provisions of paragraph 2 of this Article. 

(d) Any Member which considers that another Member is 
applying restrictions under this Article inconsistently with para- 
graph 2 or 3 of this Article or with Article 22 (subject to the 
provisions of Article 23) may bring the matter for discussion to 
the Organization; and the Member applying the restrictions shall 
participate in the discussion. The Organization, if it is satisfied 
that there is a prima facie case that the trade of the Member 
initiating the procedure is adversely affected, shall submit its views 
to the parties with the aim of achieving a settlement of the matter 
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in question which is satisfactory to the parties and to the Organiza- 
tion. If no such settlement is reached and if the Organization 
determines that the restrictions are being applied inconsistently 
with paragraph 2 or 3 of this Article or with Article 22 (subject 
to the provisions of Article 23), the Organization shall recommend 
the withdrawal or modification of the restrictions. If the restric- 
tions are not withdrawn or modified in accordance with the 
recommendation of the Organization within sixty days, the 
Organization may release any Member from specified obligations 
under this Charter, towards the Member applying the restrictions. 
(e) It is recognised that premature disclosure of the prospective 
application, withdrawal or modification of any restriction under 
this Article might stimulate speculative trade and financial move- 
ments which would tend to defeat the purposes of this Article. 
Accordingly, the Organization shall make provision for the ob- 
servance of the utmost secrecy in the conduct of any consultation. 
5. If there is a persistent and widespread application of import 
restrictions under this Article, indicating the existence of a general 
disequilibrium which is restricting international trade, the Organ- 
ization shall initiate discussions to consider whether other measures 
might be taken, either by those Members whose balances of pay- 
ments are under pressure or by those Members whose balances of 
payments are tending to be exceptionally favourable, or by any 
appropriate inter-governmental organization, to remove the under- 
lying causes of the disequilibrium. On the invitation of the Or- 
ganization, Members shall participate in such discussions. 


Article 22. Non-Discriminatory Administration of 
Quantitative Restrictions 


1. No prohibition or restriction shall be applied by any Member 
on the importation of any product of any other Member country 
or on the exportation of any product destined for any other Mem- 
ber country, unless the importation of the like product of all third 
countries or the exportation of the like product to all third countries 
is similarly prohibited or restricted. 

2. In applying import restrictions to any product, Members 
shall aim at a distribution of trade in such product approaching as 
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closely as possible to the shares which the various Member 
countries might be expected to obtain in the absence of such 
restrictions, and to this end shall observe the following provisions: 


(a) wherever practicable, quotas representing the total amount 
of permitted imports (whether allocated among supplying countries 
or not) shall be fixed, and notice given of their amount in accord- 
ance with paragraph 3(b) of this Article; 

(b) in cases in which quotas are not practicable, the restrictions 
may be applied by means of import licenses or permits without a 

uota; 
; (c) Members shall not, except for purposes of operating quotas 
allocated in accordance with sub-paragraph (d) of this paragraph, 
require that import licenses or permits be utilized for the importa- 
tion of the product concerned from a particular country or source; 

(d) in cases in which a quota is allocated among supplying 
countries, the Member applying the restrictions may seek agree- 
ment with respect to the allocation of shares in the quota with all 
other Members having a substantial interest in supplying the 
product concerned. In cases in which this method is not reasonably 
practicable, the Member concerned shall allot to Member coun- 
tries having a substantial interest in supplying the product, shares 
based upon the proportions, supplied by such Member countries 
during a previous representative period, of the total quantity or 
value of imports of the product, due account being taken of any 
special factors which may have affected or may be affecting the 
trade in the product. No conditions or formalities shall be imposed 
which would prevent any Member from utilizing fully the share 
of any such total quantity or value which has been allotted to it, 
subject to importation being made within any prescribed period to 
which the quota may relate. 


Paragraph 2: sub-paragraph (d) 

The Preparatory Committee omitted the phrase establishing “com- 
mercial considerations” as a rule for the allocation of quotas, because it 
was considered that its application by governmental authorities might 
not always be practicable. Moreover, in cases where it was practicable, 
a Member could apply this consideration in the process of seeking agree- 
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ment, consistently with the general rule laid down in the opening sentence 
of paragraph 2. 

3. (a) In cases in which import licenses are issued in connec- 
tion with import restrictions, the Member applying the restriction 
shall provide, upon the request of any Member having an interest 
in the trade in the product concerned, all relevant information 
concerning the administration of the restriction, the import 
licenses granted over a recent period and the distribution of such 
licenses among supplying countries; Provided that there shall be 
no obligation to supply information as to the names of importing 
or supplying enterprises. 

(b) In the case of import restrictions involving the fixing of 
quotas, the Member applying the restrictions shall give public 
notice of the total quantity or value of the product or products 
which will be permitted to be imported during a specified future 
period and of any change in such quantity or value. Any supplies 
of the product in question which were en route at the time at 
which public notice was given shall not be excluded from entry; 
Provided that they may be counted, so far as practicable, against 
the quantity permitted to be imported in the period in question, 
and also, where necessary, against the quantities permitted to be 
imported in the next following period or periods, and Provided 
further that if any Member customarily exempts from such re- 
strictions products entered for consumption or withdrawn from 
warehouse for consumption during a period of thirty days after 
the day of such public notice, such practice shall be considered 
full compliance with this sub-paragraph. 

(c) In the case of quotas allocated among supplying countries 
the Member applying the restriction shall promptly inform all 
other Members having an interest in supplying the product con- 
cerned of the shares in the quota currently allocated, by quantity 
or value, to the various supplying countries and shall give public 
notice thereof. 








Paragraph 3: Sub-paragraphs (b) and (c) 
The Czechoslovak Delegation reserved its position on the requirement 
of public notice in sub-paragraphs (b) and (c). The Czechoslovak Delega- 
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tion, while not opposed to the principle of public notice, cannot accept it 
as an immediate obligation, as long as the countries with whom Czechoslo- 
vakia has been conducting the major part of her foreign trade, are not fol- 
lowing a similar procedure. The obligation of giving public notice of 
global quotas and of the allocation of shares is, in the particular situation 
of Czechoslovakia, too rigid a rule and, unless oe generally, liable 
to have a harmful effect upon the expansion of foreign trade in general, 
and the economic interests of Czechoslovakia in particular. In the view of 
the Czechoslovak Delegation it should be sufficient to supply full informa- 
tion to Members substantially interested in the exportation of the respec- 
tive commodity. 

4. With regard to restrictions applied in accordance with 
graph 2(d) of this Article or under paragraph 2(c) of Article 20, 
the selection of a representative period for any product and the 
appraisal of any special factors affecting the trade in the product 
shall be made initially by the Member applying the restriction; 
Provided that such Member shall, upon the request of any other 
Member having a substantial interest in supplying that product or 
upon the request of the Organization, consult promptly with the 
other Member or the Organization regarding the need for an 
adjustment of the proportion determined or of the base period 
selected or for the re-appraisal of the special factors involved, or 
for the elimination of conditions, formalities or any other pro- 
visions established unilaterally upon the allocation of an adequate 
quota or its unrestricted utilization. 


Paragraph 4 

See note relating to “special factors” in connection with the last sub- 
paragraph of paragraph 2 of Article 20. 

5. The provisions of this Article shall apply to any tariff quota 
instituted or maintained by any Member and, in so far as applicable, 
the principles of this Article shall also extend to export restrictions 
and to any internal regulation or requirements under paragraph 2 
of Article 18. 


Article 23. Exceptions to the Rule of Non-Discrimination 
1. (a) The Members recognize that when a substantial and 


The Delegations of Czechoslovakia, Chile and Norway have recorded 
a reservation on the whole of Article 23. 
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widespread disequilibrium prevails in international trade and pay- 
ments a Member applying restrictions under Article 21 may be 
able to increase its imports from certain sources without unduly 
depleting its monetary reserves, if permitted to depart from the 
provisions of Article 22. The Members also recognize the need 
for close limitation of such departures so as not to handicap 
achievement of multilateral international trade. 

(b) Accordingly, when a substantial and widespread dis- 
equilibrium prevails in international trade and payments a Member 
applying import restrictions under Article 21 may relax such 
restrictions in a manner which departs from the provisions of 
Article 22 to the extent necessary to obtain additional imports 
above the maximum total of imports which it could afford in the 
light of the requirements of paragraph 2 of Article 21 if its restric- 
tions were fully consistent with Article 22, provided that 


(i) levels of delivered prices for products so imported are 
not established substantially higher than those ruling for com- 
parable goods regularly available from other Members, and that 
any excess of such price levels for products so imported is 
progressively reduced over a reasonable period; 

(ii) the Member taking such action does not do so as part 
of any arrangement by which the gold or convertible currency 
which the Member currently receives directly or indirectly 
from its exports to other Members not party to the arrangement 
is appreciably reduced below the level it could otherwise have 
been reasonably expected to attain; 

(li) such action does not cause unnecessary damage to the 
commercial or economic interests of any other Member. 


(c) Any Member taking action under this paragraph shall 
observe the principles of sub-paragraph (b) of this paragraph. A 
Member shall desist from transactions which prove to be incon- 
sistent with that sub-paragraph but the Member shall not be 
required to satisfy itself, when it is not practicable to do so, that 
the requirements of that sub-paragraph are fulfilled in respect of 
individual transactions. 

(d) Members undertake in framing and carrying out any pro- 
grammes for additional imports under this paragraph to pay due 
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regard to the need to facilitate the termination of any exchange 
arrangements which deviate from the obligations of Sections 2, 3 
and 4 of Article VIII of the Articles of Agreement of the Inter 
national Monetary Fund and to the need to restore equilibrium in 
their balances of payments on a sound and lasting basis. 


2. Any Member taking action under paragraph 1 of this Article 
shall keep the Organization regularly informed regarding such 
action and shall provide such available relevant information as the 
Organization may request. 

3. (a) Not later than 1st March, 1952 (five years after the date 
on which the International Monetary Fund began operations) and 
in each year thereafter, any Member maintaining or proposing to 
institute action under paragraph 1 of this Article shall seek the 
approval of the Organization, which shall thereupon determine 
whether the circumstances of the Member justify the maintenance 
or institution of action by it under paragraph 1 of this Article. After 
1 March 1952 no Member shall maintain or institute such action 
without determination by the Organization that the Member’s 
circumstances justify the maintenance or institution of such action, 
as the case may be, and the subsequent maintenance or institution 
of such action by the Member shall be subject to any limitations 
which the Organization may prescribe for the purpose of ensuring 
compliance with the provisions of paragraph 1 of this Article, pro- 
vided that the Organization shall not require that prior approval 
be obtained for individual transactions. 


The Preparatory Committee considered the question of whether it was 
necessary to make express reference in paragraph 3 of Article 23 to the 
need of the Organization to consult with the International Monetary 
Fund. It concluded that no such reference was necessary since such con- 
sultation in all appropriate cases was already required by virtue of the 
provisions of paragraph 2 of Article 24. 

(b) If at any time the Organization finds that import restrictions 
are being applied by a Member in a discriminatory manner incon- 
sistent with the exceptions provided for under paragraph 1 of this 
Article, the Member shall, within sixty days, remove the dis- 
crimination or modify it as specified by the Organization; Provided 
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that any action under paragraph 1 of this Article, to the extent 
that it has been approved by the Organization under sub-paragraph 
(a) of this paragraph or to the extent that it has been approved by 
the Organization at the request of a Member under a procedure 
analogous to that of paragraph 4(c) of Article 21, shall not be 
open to challenge under this sub-paragraph or under paragraph 
4(d) of Article 21 on the ground that it is inconsistent with 
Article 22. 

(c) Not later than March 1, 1950, and in each year thereafter 
so long as any Members are taking action under paragraph 1 of 
this Article, the Organization shall report on the action still taken 
by Members under that paragraph. On or about March 1, 1952, 
and in each year thereafter so long as any Members are taking 
action under paragraph 1 of this Article, and at such times there- 
after as the Organization may decide, the Organization shall 
review the question of whether there then exists such a substantial 
and widespread disequilibrium in international trade and payments 
as to justify resort to paragraph 1 of this Article by Members. If 
it appears at any date prior to March 1, 1952, that there has been 
a substantial and general improvement in international trade and 
payments, the Organization may review the situation at that date. 
If, as a result of any such review, the Organization determines 
that no such disequilibrium exists, the provisions of paragraph 1 
of this Article shall be suspended, and all actions authorized there- 
under shall cease six months after such determination. 


4. The provisions of Article 22 shall not preclude restrictions 
in accordance with Article 21 which either 

(a) are applied against imports from other countries, but not as 
among themselves, by a group of territories having a common 
quota in the International Monetary Fund on condition that such 
restrictions are in all other respects consistent with Article 22, or 

(b) assist, in the period until 31 December 1951, by measures 
not involving substantial departure from the provisions of Article 
22, another country whose economy has been disrupted by war. 


5. The provisions of this Section shall not preclude: 
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(a) restrictions with equivalent effect to exchange restrictions 
authorized under Section 3(b) of Article VII of the Articles of 
Agreement of the International Monetary Fund; or 

(b) restrictions under the preferential arrangements provided 
for in Annex A of this Charter, subject to the conditions set forth 
therein. 


The Brazilian Delegation has recorded a reservation on Article 23, 
paragraph 5(b). 


Article 24. Exchange Arrangements 


1. The Organization shall seek co-operation with the Inter- 
national Monetary Fund to the end that the Organization and the 
Fund may pursue a co-ordinated policy with regard to exchange 
questions within the jurisdiction of the Fund and questions of 
quantitative restrictions and other trade measures within the juris- 
diction of the Organization. 

2. In all cases in which the Organization is called upon to con- 
sider or deal with problems concerning monetary reserves, balance 
of payments or foreign exchange arrangements, the Organization 
shall consult fully with the International Monetary Fund. In such 
consultation, the Organization shall accept all findings of statistical 
and other facts presented by the International Monetary Fund 
relating to foreign exchange, monetary reserves and balance of 
payments, and shall accept the determination of the Fund as to 
whether action by a Member in exchange matters is in accordance 
with the Articles of Agreement of the International Monetary 
Fund, or with the terms of a special exchange agreement between 
that Member and the Organization. The Organization, in reaching 
its final decision in cases involving the criteria set forth in para- 
graph 2(a) of Article 21 shall accept the determination of the 
International Monetary Fund as to what constitutes a serious 
decline in the Member’s monetary reserves, a very low level of its 
monetary reserves or a reasonable rate of increase in its monetary 
reserves, and as to the financial aspects of other matters covered 
in consultation in such cases. 


The Australian Delegation recorded a reservation against this text, 
proposing the following formulation of the last sentence: 
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“The Organization, in reaching its final decision in cases involving the 
criteria set forth in paragraph 2(a) of Article 21 shall give special weight 
to the opinions of the International Monetary Fund as to what constitutes 
.. in consultation in such cases” on the ground that since the Organiza- 
tion has a responsibility for action under Article 21, it should also retain 
the right of final decision as to whether the criteria of paragraph 2 (a) 


have been met. 
The New Zealand Delegation also recorded a reservation on the last 


sentence of paragraph 2. 


3. The Organization shall seek agreement with the International 
Monetary Fund regarding procedures for consultation under para- 
graph 2 of this Article. Any such agreement, other than informal 
arrangements of a temporary or administrative character, shall be 
subject to confirmation by the Conference. 

4. Members shall not, by exchange action, frustrate the intent 
of the provisions of this Section, nor, by trade action, the intent 
of the provisions of the Articles of Agreement of the International 
Monetary Fund. 


In paragraph 4 of Article 24 the word “frustrate’’ is intended to in- 
dicate, for example, that infringements by exchange action of the letter 
of any Article of this Charter shall not be regarded as offending against 
that Article if, in practice, there is no appreciable departure from the 
intent of the Article. Thus a Member who, as part of its exchange control, 
operated in accordance with the Articles of Agreement of the International 
Monetary Fund, required payment to be received for its exports in its 
own currency or in the currency of one or more members of the Inter- 
national Monetary Fund would not thereby be deemed to be offending 
against Article 20 or Article 22. Another example would be that of a 
Member who specified on an import license the country from which the 
goods might be imported for the purpose not of introducing any additional 
element of discrimination in its import licenses but of enforcing permissible 
exchange controls. 


5. If the Organization considers, at any time, that exchange 
restrictions on payments and transfers in connection with imports 
are being applied by a Member in a manner inconsistent with the 
exceptions provided in this Section for quantitative restrictions, it 
shall report thereon to the International Monetary Fund. 

6. Any Member of the Organization which is not a member of 
the International Monetary Fund shall, within a time to be de- 
termined by the Organization after consultation with the Inter- 
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national Monetary Fund, become a member of the Fund or, failing 
that, enter into a special exchange agreement with the Organization, 
A Member of the Organization which ceases to be a member of 
the International Monetary Fund shall forthwith enter into a 
special exchange agreement with the Organization. Any special 
exchange agreement entered into by a Member under this para- 
graph shall thereupon become part of its obligations under this 
Charter. 

7. (a) A special exchange agreement between a Member and 
the Organization under paragraph 6 of this Article shall provide 
to the satisfaction of the Organization that the objectives of this 
Charter will not be frustrated as a result of action in exchange 
matters by the Member in question. 

(b) The terms of any such agreement shall not impose obliga- 
tions on the Member in exchange matters generally more restric- 
tive than those imposed by the Articles of Agreement of the 
International Monetary Fund on members of the Fund. 

8. A Member which is not a member of the International 
Monetary Fund shall furnish such information within the general 
scope of Section 5 of Article VIII of the Articles of Agreement 
of the International Monetary Fund, as the Organization may 
require in order to carry out its functions under this Charter. 

g. Subject to paragraph 4 of this Article, nothing in this Section 
shall preclude 

(a) the use by a Member of exchange controls or exchange 
restrictions in accordance with the Articles of Agreement of the 
International Monetary Fund or with that Member’s special 
exchange agreement with the Organization, or 

(b) the use by a Member of restrictions or controls on imports 
or exports, the sole effect of which, additional to the effects per- 
mitted under Articles 20, 21, 22 and 23, is to make effective such 
exchange controls or exchange restrictions. 


See Note to paragraph 4. 
Section C—Subsidies 
Article 25. Subsidies in General 


If any Member grants or maintains any subsidy, including any 
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form of income or price support, which operates directly or in- 
directly to increase exports of any product from, or to reduce 
imports of any product into, its territory, the Member shall notify 
the Organization in writing of the extent and nature of the sub- 
sidization, of the estimated effect of the subsidization on the 
quantity of the affected product or products imported into or 
exported from the territory of the Member and of the circum- 
stances making the subsidization necessary. In any case in which 
it is determined that serious prejudice to the interest of any other 
Member is caused or threatened by any such subsidization, the 
Member granting the subsidy shall, upon request, discuss with the 
other Member or Members concerned, or with the Organization, 
the possibility of limiting the subsidization. 


Article 26. Additional Provisions on Export Subsidies 


1. No Member shall grant, directly or indirectly, any subsidy 
on the exportation of any product, or establish or maintain any 
other system, which subsidy or system results in the sale of such 
product for export at a price lower than the comparable price 
charged for the like product to buyers in the domestic market, due 
allowance being made for differences in the conditions and terms 
of sale, for differences in taxation, and for other differences 
affecting price comparability. 

2. Notwithstanding the provisions of paragraph 1 of this 
Article a Member may exempt exported products from duties or 
taxes imposed in respect of like products when consumed do- 
mestically, or may remit such duties or taxes which have accrued. 
The use of the proceeds of such duties or taxes to make payments 
to domestic producers, however, shall be considered as a case 
under Article 25 except in so far as such payments subsidize 
exportation, in the sense of paragraph 1 of this Article, by more 
than the amount of the duties or taxes remitted or not imposed, in 
which case the provisions of paragraph 1 of this Article shall 
apply to such excess payments. 

3. Members shall give effect to the provisions of paragraph 1 
of this Article at the earliest practicable date, but in any event not 
later than two years from the day on which this Charter enters 
into force. If any Member considers itself unable to do so in 
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respect of any specified product or products, it shall, at least 
three months before the expiration of such period, give notice in 
writing to the Organization, requesting a specific extension of the 
period. Such notice shall be accompanied by a complete analysis 
of the system in question and the effects justifying it. It shall then 
be determined whether the extension requested should be made. 

4. Notwithstanding the provisions of paragraph 1 of this Article, 
any Member may subsidize the exports of any product to the 
extent and for such time as may be necessary to offset a subsidy 
granted by a non-Member affecting the Member’s exports of 
the product. However, the Member shall, upon the request of the 
Organization or of any other Member which considers that its 
interests are adversely affected by such action, consult with that 
Member or with the Organization with a view to reaching a 
satisfactory adjustment of the matter. 


The Cuban Delegation has reserved its position on Article 26. 


Article 27. Special Treatment of Primary Commodities 


1. A system for the stabilization of the domestic price or of the 
return to domestic producers of a primary commodity, independ- 
ently of the movements of export prices, which results at times in 
the sale of the product for export at a price lower than the com- 
parable price charged for the like product to buyers in the domestic 
market, shall be considered not to involve a subsidy on exportation 
within the meaning of paragraph 1 of Article 26, if it is determined: 

(a) that the system has also resulted in the sale of the product 
for export at a price higher than the comparable price charged 
for the like product to buyers in the domestic market, and 

(b) that the system is so operated, either because of the effective 
regulation of production or otherwise, as not to stimulate exports 
unduly or otherwise seriously prejudice the interests of other 
Members. 

2. In any case of subsidization of a primary commodity, if a 


Member considers that its interests are seriously prejudiced by 
the subsidy or if the Member granting the subsidy considers itself 
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unable to comply with the provision of paragraph 3 of Article 26 
within the time limit laid down therein, the difficulty may be 
deemed to be a special difficulty under Chapter VI, and in that 
event the procedure laid down in that Chapter shall be followed. 

3. If the measures provided for in Chapter VI have not suc- 
ceeded, or do not promise to succeed, within a reasonable period 
of time, either because no agreement has been reached or because 
the agreement is terminated, any Member adversely affected may 
apply for exemption from the requirements of paragraphs 1 and 3 
of Article 26 in respect of that commodity. If it is determined that 
the circumstances described in Article 59 apply to the commodity 
concerned and that the subsidization will not be so operated as to 
stimulate exports unduly or otherwise seriously prejudice the 
interests of other Members, the Organization shall grant such 
exemption for such period and within such limits as may be 
determined. 


The United States Delegation has reserved its position on paragraph 
3 of Article 27 and on Article 28. 


Article 28. Undertaking Regarding Stimulation of Exports 


Notwithstanding the provisions of paragraphs 1, 2 and 3 of 
Article 26 and of paragraph 3 of Article 27, no Member shall 
grant any subsidy on the exportation of any product which has 
the effect of acquiring for that Member a share of world trade 
in that product in excess of the share which it had during a previous 
representative period, account being taken in so far as practicable 
of any special factors which may have affected or may be affecting 
the trade in that product. The selection of a representative period 
for any product and the appraisal of any special factors affecting 
the trade in the product shall be made initially by the Member 
granting the subsidy; Provided that such Member shall, upon the 
request of any other Member having an important interest in the 
trade in that product, or upon the request of the Organization, 
consult promptly with the other Member or with the Organiza- 
tion regarding the need for an adjustment of the base period 
selected or for the re-appraisal of the special factors involved. 
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Article 29. Procedure 


Any determination provided for in, or appropriate to the opera- 
tion of, this Section shall be made through the Organization by 
consultation and agreement among the Members substantially 
interested in the product concerned. 


Section D. State Trading 


Article 30. Non-discriminatory Treatment 


1 (a) Each Member undertakes that if it establishes or maintains 
a state enterprise, wherever located, or grants to any enterprise, 
formally or in effect, exclusive or special privileges, such enterprise 
shall, in its purchases or sales involving either imports or exports, 
act in a manner consistent with the general principles of non- 
discriminatory treatment applied in this Charter to governmental 
measures affecting imports or exports by private traders. 


Paragraph 1 

The operations of Marketing Boards, which are established by Members 
and are engaged in purchasing or selling, are subject to the provisions of 
sub-paragraphs (a) and (b). 

The activities of Marketing Boards which are established by Members 
and which do not purchase or sell but lay down regulations covering private 
trade are governed by the relevant Articles of this Charter. 

The “<> by a state enterprise of different prices for its sales of a 
product in different markets is not precluded by the provisions of this 
Article, provided that such different prices are charged for commercial 
reasons, to meet conditions of supply and demand in export markets. 
Sub-Paragraph 1(a) 

Governmental measures imposed to ensure standards of quality and 
efficiency in the execution of external trade, or privileges granted for the 
exploitation of national natural resources but which do not empower the 
government to exercise control over the trading activities of the enterprise 
in question, do not constitute ‘exclusive or special privileges.’ 


(b) The provisions of sub-paragraph (a) of this paragraph shall 
be understood to require that such enterprises shall, having due 
regard to the other provisions of this Charter, make any such 
purchases or sales solely’ in! accordance with commercial con 
siderations, including price, quality, availability, marketability, 
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transportation and other conditions of purchase or sale, and shall 
afford the enterprises of the other Members adequate opportunity, 
in accordance with customary business practice, to compete for 
participation in such purchases or sales. 





Sub-Paragraph 1(b) 

A country receiving a ‘tied loan’ is free to take this loan into account 
as a ‘commercial consideration’ when purchasing requirements abroad. 

(c) No Member shall prevent any enterprise (whether or not 
an enterprise described in sub-paragraph (a) of this paragraph) 
under its jurisdiction from acting in accordance with the principles 
of sub-paragraphs (a) and (b) of this paragraph. 

2. The provisions of paragraph 1 of this Article shall not apply 
to imports of products for immediate or ultimate consumption in 
governmental use and not otherwise for re-sale or for use in the 
production of goods for sale. With respect to such imports, the 
Members shall accord to the trade of the other Members fair and 
equitable treatment. 


Paragraph 2 
The term ‘goods’ is limited to products as understood in commercial 
practice, and is not intended to include the purchase or sale of services. 


Article 31. Expansion of Trade 


1. If any Member establishes, maintains or authorizes, formally 
or in effect, a monopoly of the importation or exportation of any 
product, such Member shall, upon the request of any other Member 
or Members having a substantial interest in trade with it in the 
product concerned, negotiate with such Member or Members in 
the manner provided for under Article 17 in respect of tariffs, and 
subject to all the provisions of this Charter with respect to such 
tariff negotiations, with the object of achieving: 

(a) in the case of an export monopoly, arrangements designed 
to limit or reduce any protection that might be afforded through 
the operation of the monopoly to domestic users of the monopolized 
product or designed to assure exports of the monopolized product 
in adequate quantities at reasonable prices; or 
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(b) in the case of an import monopoly, arrangements designed 
to limit or reduce any protection that might be afforded 
the operation of the monopoly to domestic producers of the 
monopolized product, or designed to prevent any limitation of 
imports to an extent inconsistent with the provisions of this 
Charter. 


General Notes 

The Preparatory Committee deleted Article 33, as given in the Report 
of the First Session. 

In revising the text of Article 32, of the New York draft, the Preparatory 
Committee aimed at producing a text sufficiently flexible to permit any 
appropriate negotiations with a Member which maintains a complete or 
substantially complete monopoly of its external trade. However, since 
no representative of such a country attended the sessions of the Preparatory 
Committee, the question whether the present Article 31 provides an 
adequate basis for participation by such a country in the rights and obliga- 
tions of the Charter remains open for discussion at the World Conference. 

Arising out of a proposal by the New Zealand Delegation to make an 
addition to the previous text of Article 33, the Preparatory Committee 
considered the special problems that might be created for Members which, 
as a result of their programmes of full employment, maintenance of hi 
and rising levels of demand and economic development, find themselves 
faced with a high level of demand for imports, and in consequence maintain 
quantitative regulation of their foreign trade. In the opinion of the Prepara- 
tory Committee the present text of Article 21, together with the provision 
for export controls in certain parts of the Charter, e.g. in Article 43, 
fully meet the position of these economies. 

The delegate for New Zealand reserved the position of his government 
on this question. 


2. In order to satisfy the requirements of sub-paragraph 1(b) 
of this Article, the Member maintaining a monopoly shall negotiate 


(a) for the establishment of the maximum import duty that may 
be imposed in respect of the product concerned; or 

(b) for any other mutually satisfactory arrangement consistent 
with the provisions of this Charter if it is evident to the negotiating 
parties that to negotiate a maximum import duty under sub- 
paragraph (a) of this paragraph is impracticable or would be 
ineffective for the achievement of the objectives of paragraph 1 of 
this Article. 

Any Member entering into negotiations under sub-paragraph (b) 
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of this paragraph shall afford to other interested Members an 
opportunity for consultation in respect of the proposed arrange- 
ment. 

3. In any case in which a maximum import duty is not negotiated 
under paragraph 2(a) of this Article, the Member maintaining the 
import monopoly shall make public or notify the Organization of 
the maximum import duty which it will apply in respect of the 
product concerned. 


Paragraph 3 

If the maximum import duty is not bound by negotiations according to 
sub-paragraph 2(a) the Member is free to change at any time the declared 
maximum import duty, provided such change is made public or notified 
to the Organization. 

4. The price charged by the import monopoly for the imported 
product in the home market shall not exceed the landed cost plus 
the maximum import duty negotiated under paragraph 2 of this 
Article or made public or notified to the Organization under 
paragraph 3 of this Article, after due allowance for internal taxes, 
transportation, distribution and other expenses incident to the 
purchase, sale or further processing, and for a reasonable margin 
of profit; Provided that regard may be had to average landed costs 
and selling prices over recent periods; and Provided further that, 
where the product concerned is a primary product and the subject 
of a domestic price stabilization arrangement, provision may be 
made for adjustment to take account of wide fluctuations or 
variations in world prices subject, where a maximum duty has 
been negotiated, to agreement between the countries parties to the 
negotiation. 


Paragraph 4 

With reference to the second proviso, the method and degree of ad- 
justment to be permitted in the case of a primary product that is the subject 
of a domestic price stabilization arrangement should normally be a matter 
for agreement at the time of the negotiations under sub-paragraph (a) of 
Paragraph 2. 


5. With regard to any product to which the provisions of this 
Article apply the monopoly shall, wherever this principle can be 
effectively applied and subject to the other provisions of this 
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Charter, import and offer for sale such quantities of the product 
as will be sufficient to satisfy the full domestic demand for the 
imported product, account being taken of any rationing to con- 
sumers of the imported and like domestic product which may be 
in force at that time. 

6. In applying the provisions of this Article, due regard shall 
be had for the fact that some monopolies are established and 
operated mainly for social, cultural, humanitarian or revenue 
purposes. 

7. This Article shall not limit the use by Members of any 
form of assistance to domestic producers permitted by other 
provisions of this Charter. 


Section E. General Commercial Provisions 


Article 32. Freedom of Transit 


1. Goods (including baggage), and also vessels and other means 
of transport, shall be deemed to be in transit across the territory 
of a Member, when the passage across such territory with or 
without trans-shipment, warehousing, breaking bulk, or change in 
the mode of transport, is only a portion of a complete journey 
beginning and terminating beyond the frontier of the Member 
across whose territory the traffic passes. Traffic of this nature is 
termed in this Article “traffic in transit.” 


Paragraph 1 

The Delegate for Chile maintained, for the time being, the view that 
Article 32 should be confined to goods only, in which case the words 
‘‘and also vessels and other means of transport’’ should be deleted, and in 
consequence reserved the position of his Delegation. 


2. There shall be freedom of transit through each Member 
country via the routes most convenient for international transit for 
traffic in transit to.or from other Member countries. No dis- 
tinction shall be made which is based on the flag of vessels, the 
place of origin, departure, entry, exit or destination, or on any 
circumstances relating to the ownership of goods, of vessels or of 
other means of transport. 
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3. Any Member may require that traffic in transit through its 
territory be entered at the proper customs house, but, except in 
cases of failure to comply with applicable customs laws and 
regulations, such traffic coming from or going to other Member 
countries shall not be subject to any unnecessary delays or restric- 
tions and shall be exempt from customs duties and from all transit 
duties or other charges imposed in respect of transit, except 
charges for transportation or those commensurate with adminis- 
trative expenses entailed by transit or with the cost of services 
rendered. 

4. All charges and regulations imposed by Members on traffic 
in transit to or from other Member countries shall be reasonable, 
having regard to the conditions of the traffic. 

5. With respect to all charges, regulations and formalities in 
connection with transit, each Member shall accord to traffic in 
transit to or from any other Member country treatment no less: 
favourable than the treatment accorded to traffic in transit to or 
from any third country. 


Paragraph 5 

With regard to transport charges, the principle of paragraph 5 refers 
to like products being transported on the same route under like conditions. 

6. Each Member shall accord to products which have been in 
transit through any other Member country treatment no less 
favourable than that which would have been accorded to such 
products had they been transported from their place of origin to 
their destination without going through such other Member 
country. Any Member shall, however, be free to maintain its 
requirements of direct consignment existing on the day of the 
signature of this Charter, in respect of any goods in regard to 
which such direct consignment is a requisite condition of eligibility 
for entry of the goods at preferential rates of duty or has relation 
to the Member’s prescribed method of valuation for duty puposes. 

7. The provisions of this Article shall not apply to the operation 
of aircraft in transit, but shall apply to air transit of goods (in- 
chiding baggage). 
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Article 33. Anti-Dumping and Countervailing Duties 


1. No anti-dumping duty shall be levied on any product of any 
Member country imported into any other Member country in 
excess of an amount equal to the margin of dumping under which 
such product is being imported. For the purposes of this Article, 
the margin of dumping shall be understood to mean the amount 
by which the price of the product exported from one country to 
another 

(a) is less than the comparable price, in the ordinary course of 
trade, for the like product when destined for consumption in the 
exporting country, or, 

(b) in the absence of such domestic price, is less than either 

(i) the highest comparable price for the like product for 
export to any third country in the ordinary course of trade, or 

(ii) the cost of production of the product in the country of 
origin plus a reasonable addition for selling cost and profit. 


Due allowance shall be made in each case for differences in condi- 
tions and terms of sale, for differences in taxation, and for other 
differences affecting price comparability. 


Article 33 

The Delegates for Cuba and Lebanon would have preferred to introduce 
the Article by an express statement of condemnation of dumping. 
Paragraph 1 

Hidden dumping by associated houses (that is, the sale by the importers 
at a price below that corresponding to the price invoiced by the exporter 
with which the importer is associated, and also below the price in the 
exporting country) constitutes a form of price dumping. 

2. No countervailing duty shall be levied on any product of 
any Member country imported into another Member country in 
excess of an amount equal to the estimated bounty or subsidy 
determined to have been granted, directly or indirectly, on the 
manufacture, production or export of such product in the country 
of origin or exportation, including any special subsidy to the 
transportation of a particular product. The term “countervailing 
duty” shall be understood to mean a special duty levied for the 
purpose of offsetting any bounty or subsidy bestowed, directly or 
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indirectly, upon the manufacture, production or exportation of any 
merchandise. 





Paragraph 2 

Multiple currency practices may in certain circumstances constitute 
a subsidy to exports which can be met by countervailing duties under 
paragraph 2 or may constitute a form of dumping by means of a partial 
depreciation of a country’s currency which can be met by action under 
paragraph 1 of this Article. By “multiple currency practices” is meant 
practices by governments or sanctioned by governments. 

3. No product of any Member country imported into any other 
Member country shall be subject to anti-dumping or countervailing 
duty by reason of the exemption of such product from duties or 
taxes borne by the like product when destined for consumption in 
the country of origin or exportation, or by reason of the refund 
of such duties or taxes. 

4. No product of any Member country imported into any other 
Member country shall be subject to both anti-dumping and 
countervailing duties to compensate for the same situation of 
dumping or export subsidization. 

5. No Member shall levy any anti-dumping or countervailing 
duty on the importation of any product of another Member 
country unless it determines that the effect of the dumping or 
subsidization, as the case may be, is such as to cause or threaten 
material injury to an established domestic industry, or is such as 
to prevent or materially retard the establishment of a domestic 
industry. The Organization may waive the requirements of this 
paragraph so as to permit a Member to levy an anti-dumping duty 
or countervailing duty on the importation of any product for the 
purpose of off-setting dumping or subsidization which causes or 
threatens material injury to an industry in another Member country 
exporting the product concerned to the importing Member country. 
It is recognized that the importation of products exported under a 
stabilization system determined to have conformed to the condi- 
tions prescribed in Article 27 would not result in material injury 
under the terms of this paragraph. 


Paragraph 5 
The Delegations of Belgium-Luxembourg, Czechoslovakia, France and 
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the Netherlands expressed the fear that abuses might be committed under 
cover of the provisions of paragraph 5 regarding the threat of injury, of 
which a State might take advantage on the pretext that it intended to 
establish some new domestic industry in the more or less distant future, 
It is considered, however, that, if such abuses were committed, the general 
provisions of the Charter would be adequate to deal with them. 

6. No measures other than anti-dumping or countervailing 
duties shall be applied by any Member in respect of any product 
of any other Member country for the purpose of off-setting dump- 


ing or subsidization. 


Paragraph 6 

The addition of this paragraph was supported by twelve delegations 
and opposed by four. 

The obligations set forth in paragraph 6 are, as in the case of all other 
obligations under Chapter IV, subject to the provisions of Article 4o, 


Article 34. Valuation for Customs Purposes 


1. The Members shall work toward the standardization, as far 
as practicable, of definitions of value and of procedures for de- 
termining the value of products subject to customs duties or other 
charges or restrictions based upon or regulated in any manner by 
value. With a view to furthering such co-operation, the Organiza- 
tion may study and recommend to Members such bases and 
methods for determining value for customs purposes as would 
appear best suited to the needs of commerce and most capable of 
general adoption. 

2. The Members recognize the validity of the general principles 
of valuation set forth in paragraphs 3, 4 and 5 of this Article, and 
they undertake to give effect to such principles, in respect of all 
products subject to duties or other charges or restrictions on 
importation and exportation based upon or regulated in any 
manner by value, at the earliest practicable date. Moreover, they 
shall, upon a request by another Member, review the operation 
of any of their laws or regulations relating to value for customs 
purposes in the light of these principles. The Organization may 
request from Members reports on steps taken by them in pur- 
suance of the provisions of this Article. 


Paragraph 2 
The Preparatory Committee considered the desirability of replacing 
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the words “‘at the earliest practicable date” by a definite date or, alterna- 
tively, by a provision for a specified limited period to be fixed later. The 
Committee appreciated that it would not be possible for all Members to 
give effect to these principles by a fixed time, but i it was nevertheless 
understood that a majority of the Members would give effect to them at 
the time the Charter enters into force. 

3. (a) The value for customs purposes of imported merchandise 
should be based on the actual value of the imported merchandise 
on which duty is assessed or of like merchandise, and should not 
be based on the value of merchandise of national origin or on 
arbitrary or fictitious values. 

(b). “Actual value’’ should be the price at which at a time and 
place determined by the legislation of the country of importation 
and in the ordinary course of trade, such or like merchandise is 
sold or offered for sale under fully competitive conditions. To the 
extent to which the price of such or like merchandise is governed 
by the quantity in a particular transaction, the price to be con- 
sidered should uniformly be related to either (i) comparable 
quantities, or (ii) quantities not less favourable to importers than 
those in which the greater volume of the merchandise is sold in 
the trade between the countries of exportation and importation. 

(c). When the actual value is not ascertainable in accordance 
with sub-paragraph (b) of this paragraph, the value for customs 
purposes should be based on the nearest ascertainable equivalent 
of such value. 





Paragraph 3 

It wenld be in conformity with Article 34 to presume that “‘actual 
value” may be represented by the invoice price, plus any non-included 
charges for legitimate costs which are proper elements of “actual value” 
and plus any abnormal discount or other reduction from the ordinary 
competitive price. 

It would be in conformity with Article 34 (3) (b) for a Member to 
construe the phrase “‘in the ordinary course of trade,” read in conjunction 
with “under fully competitive conditions,” as excluding any transaction 
wherein the buyer and seller are not independent of each other and price 
is not the sole consideration. 

The prescribed standard of “fully competitive conditions” permits 
Members to exclude from consideration distributors’ prices which involve 
special discount limited to exclusive agents. 

The wording of (a) and (b) permits a Member to assess uniformly 
either (1) on the basis of a particular exporter’s prices of the imported 
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merchandise, or (2) on the basis of the general price level of like merchan- 
dise. 


The Delegate of Chile reserved his position for the time being. 

4. The value for customs purposes of any imported product 
should not include the amount of any internal tax applicable within 
the country of origin or export, from which the imported product 
has been exempted or has been or will be relieved by means of 
refund. 

5. (a). Except as otherwise provided in this paragraph, where 
it is necessary for the purpose of paragraph 3 for a Member to 
convert into its own currency a price expressed in the currency 
of another country, the conversion rate of exchange to be used 
shall be based on the par values of the currencies involved as 
established pursuant to the Articles of Agreement of the Inter- 
national Monetary Fund or by special exchange agreements 
entered into pursuant to Article 24 of this Chapter. 

(b). Where no such par value has been established, the con- 
version rate shall reflect effectively the current value of such 
currency in commercial transactions. 

(c). The Organization, in agreement with the International 
Monetary Fund, shall formulate rules governing the conversion 
by Members of any foreign currency in respect of which multiple 
rates of exchange are maintained consistently with the Articles of 
Agreement of the International Monetary Fund. Any Member 
may apply such rules in respect of such foreign currencies for the 
purposes of paragraph 3 of this Article as an alternative to the use 
of par values. Until such rules are adopted by the Organization, 
any Member may employ in respect of any such foreign currency 
rules of conversion for the purposes of paragraph 3 of this Article 
which are designed to reflect effectively the value of such foreign 
currency in commercial transactions. 

(d). Nothing in this paragraph shall be construed to require 
any Member to alter the method of converting currencies for 
customs purposes, which is applicable in its territory on the day 
of the signature of this Charter, if such alteration would have the 
effect of increasing generally the amounts of duty payable. 

6. The bases and methods for determining the value of products 
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subject to duties or other charges or restrictions based upon or 
regulated in any manner by value should be stable and should be 
iven sufficient publicity to enable traders to estimate, with a 
reasonable degree of certainty, the value for customs purposes. 


Article 35. Formalities Connected with Importation and Exportation 


1. The Members recognize that fees and charges, other than 
duties, imposed by governmental authorities on or in connection 
with importation or exportation should be limited in amount to 
the approximate cost of services rendered and should not represent 
an indirect protection to domestic products or a taxation of imports 
or exports for fiscal purposes. The Members also recognize the 
need for reducing the number and diversity of such fees and 
charges, for minimizing the incidence and complexity of import 
and export formalities, and for decreasing and simplifying import 
and export documentation requirements. 

2. The Members shall take action in accordance with the 
principles and objectives of paragraph 1 of this Article at the 
earliest practicable date. Moreover, they shall, upon request by 
another Member, review the operation of any of their laws and 
regulations in the light of these principles. The Organization may 
request from Members reports on steps taken by them in pursuance 
of the provisions of this paragraph. 

3. The Organization may study and recommend to Members 
specific measures for the simplification and standardization of 
customs formalities and techniques and for the elimination of 
unnecessary Customs requirements. 

4. No Member shall impose substantial penalties for minor 
breaches of customs regulations or procedural requirements. In 
particular, no penalty in respect of any omission or mistake in 
customs documentation which is easily rectifiable and obviously 
made without fraudulent intent or gross negligence shall be greater 
than necessary to serve merely as a warning. 

5. The provisions of this Article shall extend to fees, charges, 
formalities and requirements imposed by governmental authorities 
in connection with importation and exportation, including those 
relating to: 
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(a) consular transactions, such as consular invoices and cer. 
tificates; 

(b) quantitative restrictions; 

(c) licensing; 

(d) exchange control; 

(e) statistical services; 

(f) documents, documentation and certification; 

(g) analysis and inspection; and 


(h) quarantine, sanitation and fumigation. 


Paragraph 5 

While Article 35 does not cover the use of multiple rates of exchange 
as such, paragraphs 1 and 5 condemn the use of exchange taxes or fees 
as a device for implementing multiple currency practices; if, however, a 
Member is using multiple currency exchange fees for balance of payments 
reasons with the approval of the International Monetary Fund, the 
provisions of paragraph 3 fully safeguard its position since that paragraph 
merely requires that the fees be eliminated at the earliest practicable date. 


Article 36. Marks of Origin 


1. The Members recognize that in adopting and implementing 
laws and regulations relating to marks of origin, the difficulties 
and inconveniences which such measures may cause to the com- 
merce and industry of exporting countries should be reduced toa 
minimum. 

2. Each Member shall accord to the products of each other 
Member country treatment with regard to marking requirements 
no less favourable than the treatment accorded to like products of 
any third country. 

3. Whenever administratively practicable, Members should 
permit required marks of origin to be affixed at the time of im- 
portation. 

4. The laws and regulations of Members relating to the mark- 
ing of imported products shall be such as to permit compliance 
without seriously damaging the products, or materially reducing 
their value, or unreasonably increasing their cost. 

5. The Members agree to work in co-operation through the 
Organization towards the early elimination of unnecessary mark- 
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ing requirements. The Organization may study and recommend 
to Members measures directed to this end, including the adoption 
of schedules of general categories of products, in respect of 
which marking requirements operate to restrict trade to an extent 
disproportionate to any proper purpose to be served, and which 
’ shall not in any case be required to be marked to indicate their 
origin. 

‘ As a general rule no special duty or penalty should be 
imposed by any Member for failure to comply with marking 
requirements prior to importation unless corrective marking is 
unreasonably delayed or deceptive marks have been affixed or the 
required marking has been intentionally omitted. 

7. The Members shall co-operate with each other and through 
the Organization with a view to preventing the use of trade names 
in such manner as to misrepresent the true origin of a product, to 
the detriment of the distinctive regional or geographical names of 
products of a Member country which are protected by the legis- 
lation of such country. Each Member shall accord full and sympa- 
thetic consideration to such requests or representations as may 
be made by any other Member regarding the application of the 
undertaking set forth in the preceding sentence to names of products 
which have been communicated to it by the other Member. The 
Organization may recommend a conference of interested Members 
on this subject. 


Paragraph 7 
The Delegate for Chile reserved his position on this paragraph. 


Article 37. Publication and Administration of Trade Regulations 


1. Laws, regulations, judicial decisions and administrative 
rulings of general application made effective by any Member, 
pertaining to the classification or the valuation of products for 
customs purposes, or to rates of duty, taxes or other charges, or 
to requirements, restrictions or prohibitions on imports or exports 
or on the transfer of payments therefor, or affecting their sale, 
distribution, transportation, insurance, warehousing, inspection, 
exhibition, processing, mixing or other use, shall be published 
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promptly in such a manner as to enable governments and traders 
to become acquainted with them. Agreements in force between the 
government or a governmental agency of any Member country 
and the government or governmental agency of any other country 
affecting international trade policy shall also be published. Copies 
of such laws, regulations, decisions, rulings and agreements shall 
be communicated promptly to the Organization. This paragraph 
shall not require any Member to disclose confidential information 
which would impede law enforcement, or otherwise be contrary 
to the public interest or would prejudice the legitimate commercial 
interests of particular enterprises, public or private. 

2. No measure of general application taken by any Member 
effecting an advance in a rate of duty or other charge on imports 
under an established and uniform practice or imposing a new or 
more burdensome requirement, restriction or prohibition on im- 
ports, or on the transfer of payments therefor, shall be enforced 
before such measure has been officially published. 

3. (a) Each Member shall administer in a uniform, impartial 
and reasonable manner all its Jaws, regulations, decisions and 
rulings of the kind described in paragraph 1 of this Article. 

(b) Each Member shall maintain, or institute as soon as prac- 
ticable, judicial, arbitral or administrative tribunals or procedures 
for the purpose, inter alia, of the prompt review and correction of 
administrative action relating to customs matters. Such tribunals 
or procedures shall be independent of the agencies entrusted with 
administrative enforcement and their decisions shall be imple- 
mented by and shall govern the practice of such agencies unless 
an appeal is lodged with a court or tribunal of superior jurisdiction 
within the time prescribed for appeals to be lodged by importers; 
Provided that the central administration of such agency may take 
steps to obtain a review of the matter in another proceeding if 
there is good cause to believe that the decision is inconsistent 
with established principles of law or the actual facts. + 

(c) The provisions of sub-paragraph (b) of this paragraph shall 
not require the elimination or substitution of procedures in force 
in a Member country on the day of the signature of this Charter 
which in fact provide for an objective impartial review of ad- 
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ministrative action even though such procedures are not fully or 
formally independent of the agencies entrusted with administrative 
enforcement. Any Member employing such procedures shall, upon 
request, furnish the Organization with full information thereon in 
order that the Organization may determine whether such pro- 
cedures conform to the requirements of this sub-paragraph and 
those of sub-paragraph (b). 


Article 38. Information, Statistics and Trade Terminology 


1. The Members shall communicate to the Organization, or to 
such agency as may be designated for the purpose by the Organiza- 
tion, as promptly and in as much detail as is reasonably practicable: 

(a) statistics of their external trade in goods (imports, exports 
and, where applicable, re-exports, transit and transhipment and 
goods in warehouse or in bond) ; 

(b) statistics of governmental revenue from import and export 
duties and other taxes on goods moving in international trade and, 
in so far as readily ascertainable, of subsidy payments affecting 
such trade. 

2. So far as possible, the statistics referred to in paragraph 1 
of this Article shall be related to tariff classifications and shall 
be in such form as to reveal the operation of any restrictions on 
importation or exportation which are based on or regulated in any 
manner by quantity or value or amounts of exchange made available. 

3. The Members shall publish regularly and as promptly as 
possible the statistics referred to in paragraph 1 of this Article. 

4. The Members shall give careful consideration to any recom- 
mendations which the Organization may make to them with a view 
to improving the statistical information furnished under paragraph 
1 of this Article. 

5. The Members shall make available to the Organization, at 
its request and in so far as is reasonably practicable, such other 
statistical information as the Organization may deem necessary to 
enable it to fulfill its functions, provided that such information is 
not being furnished to other inter-governmental organizations from 
which the Organization can obtain the required information. 

6. The Organization shall act as a centre for the collection, 
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exchange and publication of statistical information of the kind 
referred to in paragraph 1 of this Article. The Organization, in 
collaboration with the Economic and Social Council of the United 
Nations and its Commissions, and with any other interested inter- 
national organization deemed appropriate, may engage in studies 
with a view to improving the methods of collecting, analyzing and 
publishing economic statistics and may promote the international 
comparability of such statistics, including the possible international 
adoption of standard tariff and commodity classifications. 

7. The Organization, in co-operation with the other organiza- 
tions referred to in paragraph 6 of this Article, may also study 
the question of adopting standards, nomenclatures, terms and 
forms to be used in international trade and in the official documents 
and statistics of Members relating thereto, and may recommend 
the general acceptance by Members of such standards, nomen- 
clatures, terms and forms. 


Article 39. Boycotts 


No Member shall encourage, support or participate in boycotts 
or other campaigns which are designed to discourage, directly or 
indirectly, the consumption within its territory of products of any 
specific Member country or countries on grounds of origin, or 
the sale of products for consumption within other Member 
countries on grounds of destination. 


Article 39 
The Delegates for Lebanon-Syria reserved their position on this Article. 


Section F. Special Provisions 


Article 40. Emergency Action on Imports of Particular Products 


1. (a) If, as a result of unforeseen developments and of the 
effect of the obligations incurred by a Member under or pursuant 
to this Chapter, including tariff concessions, any product is being 
imported into the territory of that Member in such increased 
quantities and under such conditions as to cause or threaten serious 
injury to domestic producers in that territory of like or directly 
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competitive products, the Member shall be free, in respect of such 
product, and to the extent and for such time as may be necessary 
to prevent or remedy such injury, to suspend the obligation in 
whole or in part or to withdraw or modify the concession. 

(b) If any product, which is the subject of a concession with 
respect to a preference, is being imported into the territory of a 
Member in the circumstances set forth in sub-paragraph (a) of 
this paragraph, so as to cause or threaten serious injury to domestic 

roducers of like or directly competitive products in the territory 
of a Member which receives or received such preference, the 
importing Member shall be free, if that other Member so requests, 
to suspend the relevant obligation in whole or in part or to with- 
draw or modify the concession in respect of the product, to the 
extent and for such time as may be necessary to prevent or remedy 
such injury. 

2. Before any Member shall take action pursuant to the pro- 
visions of paragraph 1 of this Article, it shall give notice in writing 
to the Organization as far in advance as may be practicable and 
shall afford the Organization and those Members having a sub- 
stantial interest as exporters of the product concerned an oppor- 
tunity to consult with it in respect of the proposed action. When 
such notice is given in relation to a concession with respect to a 
preference, the notice shal! name the Member which has requested 
the action. In critical circumstances, where delay would cause 
damage which it would be difficult to repair, such action may be 
taken provisionally without prior consultation, on the condition 
that consultation shall be effected immediately after taking such 
action. 

3. (a) If agreement among the interested Members with respect 
to the action is not reached, the Member which proposes to take 
or continue the action shall, nevertheless, be free to do so, and if 
such action is taken or continued, the affected Members shall then 
be free, not later than ninety days after such action is taken, to 
suspend, upon the expiration of thirty days from the day on which 
written notice of such suspension is received by the Organization, 
the application to the trade of the Member taking such action, or, 
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in the case envisaged in paragraph 1(b) of this Article to the trade 
of the Member requesting such action, of such substantially 
equivalent obligations or concessions under this Chapter the sus- 
pension of which the Organization does not disapprove. 

(b) Notwithstanding the provisions of sub-paragraph (a) of 
this paragraph, where action is taken under paragraph 2 of this 
Article without prior consultation and causes or threatens serious 
injury in the territory of a Member to the domestic producers of 
products affected by the action, that Member shall, where dealy 
would cause damage difficult to repair, be free to suspend, upon 
the taking of the action and throughout the period of consultation, 
such obligations or concessions as may be necessary to prevent or 
remedy the injury. 

4. Nothing in this Article shall be construed (a) to require any 
Member, in connection with the withdrawal or modification by 
such Member of any concession negotiated under Article 17, to 
consult with or obtain the agreement of Members other than 
those Members which are parties to the General Agreement on 
Tariffs and Trade, or (b) to authorize any such other Members, 
not parties to that Agreement, to withdraw from or suspend 
obligations under this Charter by reason of the withdrawal or 
modification of such concession. 


Article 41. Consultation 


Each Member shall accord sympathetic consideration to, and 
shall afford adequate opportunity for consultation regarding, such 
representations as may be made by any other Member with 
respect to the operation of customs regulations and formalities, 
anti-dumping and countervailing duties, quantitative and exchange 
regulations, subsidies, state-trading operations, sanitary laws and 
regulations for the protection of human, animal or plant life or 
health, and generally all matters affecting the operation of this 
Chapter. 


Article 42. Territorial Application of Chapter IV 
—Frontier traffic—Customs Unions 


1. The rights and obligations arising under this Chapter shall 
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be deemed to be in force between each and every territory which 
is a separate customs territory and in respect of which this Charter 
has been accepted by a Member in accordance with Article 99. 

2. The provisions of this Chapter shall not be construed to 
prevent: 

(a) advantages accorded by any Member to adjacent countries 
in order to facilitate frontier traffic; or 

(b) the formation of a customs union or the adoption of an 
interim agreement necessary for the attainment of a customs 
union; Provided that the duties and other regulations of commerce 
imposed by, or any margins of preference maintained by, any such 
union or agreement in respect of trade with Members of the 
Organization shall not on the whole be higher or more stringent 
than the average level of the duties and regulations of commerce 
or margins of preference applicable in the constituent territories 
prior to the formation of such union or the adoption of such 
agreement, and Provided further that any such interim agreement 
shall include a definite plan and schedule for the attainment of 
such a customs union within a reasonable length of time. 

3. (a) Any Member proposing to enter into a customs union 
shall consult with the Organization and shall make available to 
it such information regarding the proposed union as will enable 
the Organization to make such reports and recommendations to 
Members as it may deem appropriate. 

(b) No Member shall institute or maintain any interim agree- 
ment under the provisions of paragraph 2(b) of this Article if, 
after a study of the plan and schedule proposed in such agreement, 
the Organization finds that such agreement is not likely to result 
in such a customs union within a reasonable length of time. 

(c) The plan or schedule shall not be substantially. altered 
without consultation with the Organization. 

4. For the purpose of this Article a customs territory shall be 
understood to mean any territory with respect to which separate 
tariffs or other regulations of commerce are maintained for a 
substantial part of the trade of such territory with other terri- 
tories. A customs union shall be understood to mean the substitu- 
tion of a single customs territory for two or more customs terri- 


Oe EE A aE 


I = se sre a PTAA 


eT LI: 


cml 


tr pe ae tT 


tt 





602 


tories, so that all tariffs and other restrictive regulations of 


commerce as between the territories of members of the union are 
substantially eliminated and substantially the same tariffs and 
other regulations of commerce are applied by each of the members 
of the union to the trade of territories not included in the union, 


Paragraph 4 of the text proposed by the New York Drafting Committee 
has been deleted since the subject dealt with therein is covered by the 
new Article 15 and by Article 74. Certain Delegates, however, were in 
favour of its retention. 


Article 43. General Exceptions to Chapter 1V 


Subject to the requirement that such measures are not applied 
in a manner which would constitute a means of arbitrary or un- 
justifiable discrimination between countries where the same con- 
ditions prevail, or a disguised restriction on international trade, 
nothing in this Chapter shall be construed to prevent the adoption 
or enforcement by any Member of measures: 


1. (a) necessary to protect public morals; 

(b) necessary to protect human, animal or plant life or health; 

(c) relating to the importation or exportation of gold or silver; 

(d) necessary to secure compliance with laws or regulations 
which are not inconsistent with the provisions of this Chapter, 
including those relating to customs enforcement, the enforcement 
of monopolies operated under Section D of this Chapter, the pro- 
tection of patents, trade marks and copyrights, and the prevention 
of deceptive practices; 

(e) relating to the products of prison labour; 

(f) imposed for the protection of national treasures of artistic, 
historic or archaeological value; 

(g) relating to the conservation of exhaustible natural resources 
if such measures are made effective in conjunction with restrictions 
on domestic production or consumption; 

(h) undertaken in pursuance of obligations under inter-govern- 
mental commodity agreements concluded in accordance with the 
provisions of Chapter VI; or 

(i) involving restrictions on exports of domestic materials 
necessary to assure essential quantities of such materials to 4 
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domestic processing industry during periods when the domestic 
price of such materials is held below the world price as part of a 
governmental stabilization plan; Provided that such restrictions 
shall not operate to increase the exports of or the protection 
afforded to such domestic industry, and shall not depart from the 
provisions of this Chapter relating to non-discrimination. 


icle 

“The ee for India maintained his suggestion that a Member should 
be allowed temporarily to discriminate against the trade of another 
Member when this is the only effective measure open to it to retaliate 
against discrimination practised by that Member in matters outside the 
purview of the Organization, pending a settlement of the issue through the 
United Nations. 

Paragraph 1 

The Delegate for Norway re-stated his view that the taxation and the 
price policy of Norway’s state liquor and wine monopoly was covered by 
sub-paragraphs (a) and (b). 

Sub-paragraph 1(g) 

The Australian Delegation reserved its position. 

2. (a) Essential to the acquisition or distribution of products in 
general or local short supply; Provided that any such measures 
shall be consistent with any multilateral arrangements directed to 
an equitable international distribution of such products or, in the 
absence of such arrangements, with the principle that all Members 
are entitled to an equitable share of the international supply of 
such products; 

(b) essential to the control of prices by a Member country 
undergoing shortages subsequent to the war; or 

(c) essential to the orderly liquidation of temporary surpluses 
of stocks owned or controlled by the government of any Member, 
or of industries developed in any Member country owing to the 
exigencies of the war which it would be uneconomic to maintain 
in normal conditions; Provided that such measures shall not be 
instituted by any Member except after consultation with other 
interested Members with a view to appropriate international 
action. 


Paragraph 2 
The Delegate of Norway reserved his position on sub-paragraph (b). 
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Measures instituted or maintained under Paragraph 2 of this 
Article which are inconsistent with the other provisions of this 
Chapter shall be removed as soon as the conditions giving rise to 
them have ceased, and in any event not later than 1 January 1951; 
Provided that this period may, with the concurrence of the Organi- 
zation, be extended in respect of the application of any particular 
measure to any particular product by any particular Member for 
such further periods as the Organization may specify. 


CHAPTER V-—RESTRICTIVE BUSINESS PRACTICES 


Article 44. General Policy towards Restrictive Business Practices 


1. Each Member shall take appropriate measures, individually 
or through the Organization or in both ways, to prevent business 
practices affecting international trade (whether engaged in by 
private or public commercial enterprises) which restrain competi- 
tion, limit access to markets, or foster monopolistic control, when- 
ever such practices have harmful effects on the expansion of 
production or trade and interfere with the achievement of any of 
the other objectives set forth in Article 1. 

2. Without limiting the generality of paragraph 1 of this Article, 
and in order that the Organization may decide in a particular 


instance whether certain practices have or are about to have any ° 


of the effects described in paragraph 1 of this Article, the Members 
agree that complaints regarding any of the practices listed in 
paragraph 3 of this Article shall be subject to investigation in 
accordance with the procedure regarding complaints provided in 
Articles 45 and 47, whenever 

(a) such a complaint is presented to the Organization; and 

(b) the practices are engaged in or are made effective by one 
or more private or public commercial enterprises or by a com- 
bination, agreement or other arrangement between commercial 
enterprises, whether between private commercial enterprises, 
between public commercial enterprises, or between private and 
public commercial enterprises; and 

(c) such commercial enterprises,’ individually or collectively, 
possess effective control of trade between two or more countries 
in one or more products. 
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3. The practices referred to in paragraph 2 of this Article are 
the following: 

(a) fixing prices or terms, or conditions to be observed in 
dealing with third parties, in the purchase, sale or lease of any 
product; 

(b) excluding enterprises from any territorial market or field of 
business activity, allocating or dividing any territorial market or 
field of business activity, allocating customers, or fixing sales 
quotas or purchase quotas; 

(c) discriminating against particular enterprises; 

(d) limiting production or fixing production quotas; 

(e) preventing by agreement the development or application of 
technology or invention whether patented or unpatented; 

(f) extending the use of rights under patents, trade marks or 
copyrights granted by any Member, to matters which are de- 
termined by its system of law not to be within the scope of such 
grants, or to products or conditions of production, use or sale 
which are similarly determined not to be the subjects of such 
grants; 

(g) any similar practices which the Organization may from 
time to time decide are restrictive business practices. 

4. In this Chapter the term “public commercial enterprises”’ 
means 

(a) trading agencies of governments, and 

(b) enterprises mainly or wholly owned by public authority 
and over which there is effective control by public authority, 
including control of engagement in a practice listed in paragraph 
3 of this Article. 

The term “private commercial enterprises” means all other 
commercial enterprises. 


The Norwegian Delegation reserved its final position on Article 44. 


Article 45. Procedure with Respect to Investigations and Consultations 


1. The Organization shall arrange, if it considers such action 
to be justified on the basis of information submitted by the Mem- 
bers concerned, for particular Members to take part in a consulta- 








606 





tion requested by any affected Member which considers that ip 
any particular instance a practice exists (whether engaged in by 
private or public commercial enterprises) which has or is about 
to have the effect described in paragraph 1 of Article 44. 

2. A complaint may be presented in writing to the Organization 
by any affected Member on its own behalf or by any Member on 
behalf of any affected person, enterprise or organization within 
that Member’s jurisdiction: Provided that in the case of a com. 
plaint against a single public commercial enterprise acting inde- 
pendently, such complaint may be presented only by a Member 
on its own behalf and only after the Member has resorted to the 
procedure under paragraph 1 of this Article. 

3. The Organization shall prescribe the minimum information 
to be included in complaints that particular practices exist which 
have or are about to have the effect described in paragraph 1 of 
Article 44. The information shall give substantial indication of 
the nature and harmful effects of the practices. 

4. The Organization shall consider each complaint presented in 
accordance with paragraph 2 of this Article. If the Organization 
deems it appropriate it shall request Members concerned to furnish 
supplementary information, for example, information from com- 
mercial enterprises within their jurisdiction. After reviewing the 
relevant information the Organization shall decide whether an 
investigation is justified. 

5. If the Organization decides that an investigation is justified, 
it shall notify all Members of the complaint, request any Member 
to furnish such additional information relevant to the complaint 
as the Organization may deem necessary, and shall conduct or 
arrange for hearings on the complaint. Any Member, and any 
person, enterprise or organization on whose behalf the complaint 
has been made, as well as the commercial enterprises alleged to 
have engaged in the practice complained of, shall be afforded 
reasonable opportunity to be heard. . 

6. The Organization shall review all information available and 
decide whether the practices in question have had, have or are 
about to have the effect described in paragraph 1 of Article 44. 
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7. The Organization shall notify all Members of its decision 
and the reasons therefor. 

8. If the Organization decides that in any particular case the 
practices complained of have had, have or are about to have the 
effect described in paragraph 1 of Article 44, it shall request each 
Member concerned to take every possible remedial action, and 
may also recommend to the Members concerned remedial measures 
to be carried out in accordance with their respective laws and 
procedures. 

g. The Organization may request any Member concerned to 
report fully on the remedial action it has taken in any particular 
case. 

10. As soon as possible after its proceedings in respect of any 
complaint under this Article have been provisionally or finally 
closed, the Organization shall prepare and publish a report show- 
ing fully the decisions reached, the reasons therefor and any 
measures recommended to the Members concerned. The Organiza- 
tion shall not, if a Member so requests, disclose confidential in- 
formation furnished by that Member which if disclosed would 
substantially damage the legitimate business interests of a com- 
mercial enterprise. 

11. The Organization shall report to all Members and make 
public the remedial action which has been taken by the Members 
concerned in any particular case. 


Article 46. Studies Relating to Restrictive Business Practices 


1. The Organization is authorised 
(a) to conduct studies, either on its own initiative or at the 
request of any Member or of any organ of the United Nations 
or of any other inter-governmental organization relating to 
(i) general aspects of restrictive business practices affecting 
international trade; and 
(ii) conventions, laws and procedures concerning, for example, 
incorporation, company registration, investments, securities, 
prices, markets, fair trade practices, trade marks, copyrights, 
patents and the exchange and development of technology, in so far 
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as they are relevant to restrictive business practices affecting 
international trade; and 
(ili) the registration of restrictive business agreements and 

other arrangements affecting international trade; and 

(b) to request information from Members in connection with 
such studies. 

2. The Organization is authorized 

(a) to make recommendations to Members concerning such 
conventions, laws and procedures as are relevant to their obliga- 
tions under this Chapter; and 

(b) to arrange for conferences of Members to discuss any 
matters relating to restrictive business practices affecting inter- 
national trade. 


Article 47. Obligations of Members 


1. Each Member shall take all possible measures by legislation 
or otherwise to ensure, within its jurisdiction, that private and 
public commercial enterprises do not engage in practices which 
have the effect described in paragraph 1 of Article 44, and in 
addition it shall assist the Organization in preventing these 
practices, such assistance to be given in accordance with the 
Member’s system of law and economic organization. 

2. Each Member shall make adequate arrangements for pre- 
senting complaints, conducting investigations, and preparing 
information and reports requested by the Organization. 

3. Each Member shall furnish to the Organization, as promptly 
and as fully as possible, such information as is requested by the 
Organization for its consideration and investigation of complaints 
and for its conduct of studies under this Chapter; Provided that 
any Member on notification to the Organization, may withhold 
information which the Member considers is not essential to the 
Organization in conducting an adequate investigation and which, 
if disclosed, would substantially damage the legitimate business 
interests of a commercial enterprise. In notifying the Organization 
that it is withholding information pursuant to this clause, the 
Member shall indicate the general character of the information 
withheld, and the reasons why it considers it not essential. 
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4. Each Member shall take full account of each request, decision 
and recommendation of the Organization under Article 45 and, 
in accordance with its system of law and economic organization, 
take in the particular case the action it considers appropriate 
having regard to its obligations under this Chapter. 

5. Each Member shall report fully any action taken, inde- 
pendently or in concert with other Members, to comply with 
requests and carry out recommendations of the Organization, and, 
when no action has been taken, inform the Organization of the 
reasons therefor and discuss the matter further with the Organiza- 
tion if requested to do so. 

6. Each Member shall, at the request of the Organization, take 
part in consultations and conferences provided for in this Chapter 
with a view to reaching mutually satisfactory conclusions. 


Article 48. Supplementary Enforcement Arrangements 


1. Members may co-operate with each other in prohibitive, 
preventive or other measures for the purpose of making more 
effective any remedial order issued by a duly authorized agency 
of any Member in furtherance of the objectives of this Chapter. 

2. Members participating in or intending to participate in such 
co-operative action shall notify the Organization. 


Article 49. Domestic Measures against Restrictive Business Practices 


No act or omission to act on the part of the Organization shall 
preclude any Member from enforcing any national statute of 
decree directed towards preventing monopoly or restraint of trade. 


Article 50. Procedure with Respect to Services 


1. The Members recognise that certain services, such as 
transportation, telecommunications, insurance and banking, are 
substantial elements of international trade, and that any restrictive 
business practices in relation to them may have harmful effects 
similar to those described in paragraph 1 of Article 44. Such 
practices shall be dealt with in accordance with the following 
paragraphs of this Article. 

2. If any Member considers that there exist restrictive business 
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practices in relation to a service referred to in paragraph 1 of this 
Article which have or are about to have such harmful effects, and 
that its interests are thereby seriously prejudiced, the Member 
may submit a written statement explaining the situation to the 
Member or Members the private or public enterprises of which 
are engaged in the services in question. The Member or Members 
concerned shall give sympathetic consideration to the statement 
and to such proposals as may be made with a view to affording 
adequate opportunities for consultation, with a view to effecting 
a satisfactory adjustment. 

3. If no adjustment can be effected in accordance with the 
provisions of paragraph 2 of this Article, and if the matter is 
referred to the Organization, it shall be transferred to the appro- 
priate inter-governmental organization if one exists, with such 
observations as the Organization may wish to make. If no such 
inter-governmental organization exists, Members may ask the 
Organization, under Article 69(c), to make recommendations for, 
and promote international agreement on, measures designed to 
remedy the particular situation so far as it comes within the scope 
of this Charter. 

4. The Organization shall, in accordance with paragraph 2 of 
Article 84, co-operate with inter-governmental organizations in 
connection with restrictive business practices affecting any field 
coming within the scope of this Charter and those organizations 
shall be entitled to consult the Organization, to seek advice, and 
to ask that a study of a particular problem be made. 


The Norwegian Delegation reserved its final position on Article 50, 
in view of the fact that the Intergovernmental Maritime Consultative 
Commission would have a meeting in November 1947, and only after the 
results of that meeting were known would it be possible for the Norwegian 
Government to define its final attitude to this Article. The French Delega- 
tion adhered to the reservation of the Norwegian Delegation. 


Article 51. Exceptions to the Provisions of this Chapter 


1. The obligations in this Chapter shall not apply to: 
(a) inter-governmental commodity agreements meeting the 
requirements of Chapter VI; and 
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(b) any bilateral inter-governmental agreement relating to the 
purchase or sale of a commodity falling under Section D of 


Chapter IV. 

2. Notwithstanding paragraph 1 of this Article, the Organiza- 
tion may make recommendations to Members and to appropriate 
inter-governmental organizations concerning any features of the 
agreements referred to in paragraph 1(b) of this Article which 
may have the effect described in paragraph 1 of Article 44. 


CHAPTER VI. INTER-GOVERNMENTAL COMMODITY AGREEMENTS 
Section A—Introductory Considerations 


Article 52. Difficulties Relating to Primary Commodities 


The Members recognise that the conditions under which some 
primary commodities are produced, exchanged and consumed are 
such that international trade in these commodities may be affected 
by special difficulties such as the tendency towards persistent 
disequilibrium between production and consumption, the accumula- 
tion of burdensome stocks and pronounced fluctuations in prices. 
These special difficulties may have serious adverse effects on the 
interests of producers and consumers, as well as widespread 
repercussions jeopardising the general policy of economic expan- 
sion. The Members recognise that such difficulties may, at times, 
necessitate special treatment of the international trade in such 
commodities through inter-governmental agreement. 


Article 52 

In Article 52 reference to the need to adopt “special treatment of the 
international trade in such commodities,” merely means that international 
trade is the aspect of a particular commodity problem directly appropriate 
for international treatment. Agreement regarding the treatment of the 
international trade in a commodity might, of course, involve agreement 
regarding production or consumption of the commodity. 


Article 53. Primary and Related Commodities 


1. For the purposes of this Chapter, the term “primary com- 
modity” means any product of farm, forest or fishery or any 
mineral, in its natural form or which has undergone such processing 
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as is customarily required to prepare it for marketing in substantial 
volume in international trade. 

2. The term shall also cover a group of commodities, of which 
one is a primary commodity as defined in paragraph 1 of this 
Article and the others are commodities (whether primary or non- 
primary) which are so closely related, as regards conditions of 
production or utilisation, to the other commodities in the 
that it is appropriate to deal with them in a single agreement. 

3. If, in exceptional circumstances, the Organisation finds that 
the conditions set forth in Article 59 exist in the case of a com- 
modity which does not fall precisely under paragraphs 1 or 2 of 
this Article, the Organisation may decide that the provisions of 
this Chapter, together with any other requirements it may estab- 
lish, shall apply to inter-governmental agreements regarding that 
commodity. 


Article 54. Objectives of Inter-Governmental Commodity Agreements 


The Members recognise that inter-governmental commodity 
agreements may be employed to achieve the following objectives: 


(a) to prevent or alleviate the serious economic difficulties 
which may arise when adjustments between production and con- 
sumption cannot be effected by normal market forces alone as 
rapidly as the circumstances require; 

(b) to provide, during the period which may be necessary, a 
framework for the consideration and development of measures 
which have as their purpose economic adjustments designed to 
promote the expansion of consumption or a shift of resources and 
manpower out of over-expanded industries into new and productive 
occupations; 

(c) to moderate pronounced fluctuations in the price of a 
primary commodity with a view to achieving a reasonable degree 
of stability on a basis of prices fair to consumers and remunerative 
to efficient producers, having regard to the desirability of securing 
long-term equilibrium between the forces of supply and demand; 

(d) to maintain and develop the natural resources of the world 
and protect them from unnecessary exhaustion; 
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(e) to provide for the expansion of the production of a primary 
commodity where this can be accomplished with advantage to 
consumers and producers; 

(f) to assure the equitable distribution of a primary commodity 


in short supply. 












Anticle 54 
Intergovernmental commodity agreements approved by the Food and 


Agricultural Organization for the distribution of basic foods at special 
prices are permitted under the draft Charter and are considered to be 
covered by paragraph (e). 
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Section B—Inter-Governmental Commodity Agreements 
in General 







Article 55. Commodity Studies 


1. Any Member which is substantially interested in the pro- 
duction or consumption of, or trade in, a particular primary 
commodity, and which considers that international trade in that 
commodity is, or is likely to be, affected by special difficulties, 
shall be entitled to ask that a study of the commodity be made. 

2. Unless it decides that a prima facie case has not been estab- 
lished, the Organization shall promptly invite each Member to 
appoint representatives to a study group to make a study of the 
commodity if the Member considers that it is substantially inter- 
ested in the production or consumption of, or trade in, the com- 
modity. Non-Members may also be invited. 

3. The study group shall promptly investigate the production, 
consumption and trade situation in regard to the commodity, and 
shall report to the participating Governments and to the Organiza- 
tion its findings and its recommendations as to how best to deal 
with any special difficulties which may exist or may be expected 
to arise. The Organization shall promptly transmit to the Mem- 
bers these findings and recommendations. 
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Article 56. Commodity Conferences 





1. On the basis of the recommendations of a study group, or 





614 


at the request of Members whose interest represents a substantial 
part of world production or consumption of, or trade in, a par- 
ticular primary commodity, the Organization shall promptly con- 
vene an inter-governmental conference to discuss measures de- 
signed to meet the special difficulties which exist or are expected 
to arise. The Organization may also, on its own initiative, call 
such a conference on the basis of information agreed to be adequate 
by the Members substantially interested in the production or 
consumption of, or trade in, the commodity concerned. 

2. Each Member which considers that it is substantially inter- 
ested in the production or consumption of, or trade in, the com- 
modity concerned, shall be invited to participate in such a con- 
ference. Non-Members may also be invited to participate. 


Article 57. General Principles Governing Inter-Governmental 
Commodity Agreements 


1. The Members shall observe the following principles govern- 
ing the conclusion and operation of all types of inter-governmental 
commodity agreements : 

(a) such agreements shall be open to participation initially by 
any Member on terms no less favourable than those accorded to 
any other country and thereafter in accordance with such pro- 
cedure and upon such terms as may be established in the agreement 
subject to approval by the Organization; 

(b) non-Members may be invited by the Organization to 
participate in such agreements and the provisions of sub-paragraph 
(a) applying to Members shall apply to any non-Member so 
invited; 

(c) Under such agreements there shall be equitable treatment 
as between participating countries and non-participating Members, 
and the treatment accorded by participating countries to non- 
participating Members shall be no less favourable than that 
accorded to any non-participating non-Member, due considera- 
tion being given in each case to policies adopted by non-participants 
in relation to obligations assumed and advantages conferred under 
the agreement; 
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(d) such agreements shall include provision for adequate 
participation of countries substantially interested in the importa- 
tion or consumption of the commodity as well as those substantially 
interested in its exportation or production; 

(e) full publicity shall be given to any inter-governmental com- 
modity agreement proposed or concluded, to the statements of 
considerations and objectives advanced by the proposing Members, 
to the nature and development of measures adopted to correct the 
underlying situation which gave rise to the agreement and, peri- 
odically, to the operation of the agreement. 

2. The Members, including Members not parties to a particular 
commodity agreement, shall give favourable consideration to any 
recommendation made under such agreement for expanding con- 
sumption of the commodity in question. 


Article 58. Types of Agreements 


1. For the purposes of this Chapter, there shall be recognised 
two classes of inter-governmental commodity agreements : 

(a) commodity control agreements as defined in this Article; 
and 

(b) other inter-governmental commodity agreements. 

2. Subject to the provisions of paragraph 5 of this Article, a 
commodity control agreement is an inter-governmental agreement 
which involves: 

(a) the regulation of production or the quantitative control ot 
exports or imports of a primary commodity and which has the 
purpose or might have the effect of reducing, or preventing an 
increase in, the production of, or trade in, that commodity; or 

(b) the regulation of prices. 

3. The Organisation shall, on the request of a Member, a study 
group or a commodity conference, decide whether an existing or 
proposed inter-governmental agreement is a commodity control 
agreement within the meaning of paragraph 2 of this Article. 

4- (a) Commodity control agreements shall be subject to all 
the provisions of this Chapter. 
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(b) Other inter-governmental commodity agreements shall be 
subject to the provisions of this Chapter other than those of 
Section C. If, however, the Organisation decides that an agree- 
ment which involves the regulation of production or the quanti- 
tative control of exports or imports is not a commodity control 
agreement within the meaning of paragraph 2 of this Article, it 
shall prescribe the provisions of Section C, if any, to which that 
agreement shall conform. 

5. The Organisation may decide that an existing or proposed 
inter-governmental agreement which has the purpose of securing 
the co-ordinated expansion of aggregate world production and 
consumption of a primary commodity is not a commodity control 
agreement even though the agreement contains provision for the 
future application of minimum prices. However, any such agree- 
ment shall be deemed to be a commodity control agreement and 
shall conform to all the provisions of Section C from the date on 
which its minimum price provisions become operative. 

6. The Members undertake not to enter into any new com- 
modity control agreement, unless it has been recommended by a 
conference called in accordance with Article 56. If, in an excep- 
tional case, there has been unreasonable delay in the proceedings 
of the study group or of the commodity conference, Members 
substantially interested in the production or consumption of, or 
trade in, a particular primary commodity, may proceed by direct 
negotiation to the conclusion of an agreement, provided that it 
conforms to the other provisions of this Chapter. 


Section C—Inter-Governmental Commodity Control Agreements 


Article 59. Circumstances Governing the Use of Commodity Contral 
Agreements 


1. The Members agree that commodity control agreements 
may be employed only when it is determined that: 

(a) a burdensome surplus of a primary commodity has developed 
or is expected to develop, which, in the absence of specific govern- 
mental action, would cause serious hardship to producers among 
whom are small producers who account for a substantial portion 
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of the total output, and that these conditions could not be corrected 
by normal market forces in time to prevent such hardship, because, 
characteristically in the case of the primary commodity con- 
cerned, a substantial reduction in price does not readily lead to 
a significant increase in consumption or to a significant decrease 
in production; or 

(b) widespread unemployment or under-employment in con- 
nection with a primary commodity, arising out of difficulties of 
the kind referred to in Article 52, has developed or is expected 
to develop, which, in the absence of specific governmental action, 
would not be corrected by normal market forces in time to prevent 
widespread and undue hardship to workers because, character- 
istically in the case of the industry concerned, a substantial 
reduction in price does not readily lead to a significant increase 
in consumption but to a reduction of employment, and because 
areas in which the commodity is produced in substantial quantity 
do not afford alternative employment opportunities for the workers 
involved. 

2. Determinations under this Article shall be made through the 
Organization by consultation and agreement among Members 
substantially interested in the commodity concerned. 


Article 60. Additional Principles Governing 
Commodity Control Agreements 


The Members shall observe the following principles governing 
the conclusion and operation of commodity control agreements in 
addition to those stated in Article 57: 

(a) such agreements shall be designed to assure the availability 
of supplies adequate at all times for world demand at reasonable 
prices, and, when practicable, shall provide for measures designed 
to expand world consumption of the commodity; 


Article 60 (a) 

The term “reasonable” as applying to prices in sub-paragraph (a) is to 
be interpreted as in Article 54(c). 

(b) under such agreements, participating countries which are 
largely interested in imports of the commodity concerned shall, in 
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decisions on substantive matters, have together a number of votes 
equal to that of those largely interested in obtaining export markets 
for the commodity. Any participating country, which is | 
interested in the commodity but which does not fall precisely under 
either of the above classes, shall have an appropriate voice within 
such classes; 


Article 60(b) 

Under sub-paragraph (b): 

(i) there shall be no more than two groups of countries within an agree- 
ment, and the principle of “equal voice” in substantive matters shall apply 
as between them; 

(ii) countries which are large producers and consumers of the com- 
modity concerned, but which are not large exporters or importers, shall 
have an appropriate voice. 

It is recommended that any difference on voting arrangements which 
cannot be settled in a commodity conference should be dealt with in the 
same manner as laid down in Article 63 for the settlement of differences 
concerning commodity control agreements. 


(c) such agreements shall make appropriate provision to afford 
increasing opportunities for satisfying national consumption and 
world market requirements from sources from which such require- 
ments can be supplied in the most effective and economic manner, 
due regard being had to the need for preventing serious economic 
and social dislocation and to the position of producing areas 
suffering from abnormal disabilities; 

(d) participating countries shall formulate and adopt pro- 
grammes of internal economic adjustment believed to be adequate 
to ensure as much progress as practicable within the duration of 
the agreement towards solution of the commodity problem 
involved. 


Article 61. Administration of Commodity Control Agreements 


1. Each commodity control agreement shall provide for the 
establishment of a governing body, herein referred to as a Com- 
modity Council, which shall operate in conformity with the 
provisions of this Article. 

2. Each participating country shall be entitled to have one 
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representative on the Commodity Council. The voting power of 
the representatives shall be determined in such a way as to con- 
form with the provisions of Article 60(b). 

3. The Organization shall be entitled to appoint a non-voting 
representative to each Commodity Council and may invite any 
competent inter-governmental organization to nominate a non- 
voting representative for appointment to a Commodity Council. 

4. Each Commodity Council shall appoint a non-voting chair- 
man who, if the Council so requests, may be nominated by the 
Organization. 

5. The Secretariat of each Commodity Council shall be ap- 
pointed by the Council after consultation with the Organization. 

6. Each Commodity Council shall adopt appropriate rules of 
procedure and regulations regarding its activities. The Organiza- 
tion may at any time require their amendment if it finds that they 
are inconsistent with the provisions of this Chapter. 

7. Each Commodity Council shall make periodic reports to the 
Organization on the operation of the agreement which it ad- 
ministers. In addition it shall make such special reports as the 
Organization may require or as the Council itself considers to be 
of value to the Organization. 

8. The expenses of a Commodity Council shall be borne by the 
participating countries. 

9. When an agreement is terminated, the Organization shall 
take charge of the archives and statistical material of the Com- 
modity Council. 


Article 62. Initial Term, Review and Renewal of 
Commodity Control Agreements 


1. Commodity control agreements shall be concluded for a 
period of not more than five years. Any renewal of a commodity 
control agreement, including agreements referred to in paragraph 
1 of Article 65, shall be for a period not exceeding five years. 
The provisions of such renewed agreements shall conform to the 
provisions of this Chapter. 

2. Periodically, at intervals not greater than three years, the 
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Organization shall prepare and publish a review of the operation 
of each agreement in the light of the principles set forth in this 
Chapter. Moreover, a commodity control agreement shall provide 
that, if the Organization decides that its operation has failed syb- 
stantially to conform to the principles laid down in this Chapter, 
participating countries shall either revise the agreement to con- 
form to the principles or terminate it. 

3. Commodity control agreements shall include provisions 
relating to withdrawal of any party. 


Article 63. Settlement of Disputes 


Each commodity control agreement shall provide that: 

(a) any question or difference concerning the interpretation of 
the provisions of the agreement or arising out of its operation shall 
be discussed originally by the Commodity Council; 

(b) if the question or difference cannot be resolved by the 
Council in the terms of the agreement, it shall be referred by the 
Council to the Organization which shall apply the procedure set 
forth in Chapter VIII with appropriate adjustments to cover the 
case of non-Members. 


Section D—Miscellaneous Provisions 


Article 64. Relations with Inter-Governmental Organizations 


With the object of ensuring appropriate co-operation in matters 
relating to inter-governmental commodity agreements, any inter- 
governmental organization, which is deemed to be competent by 
the Organization, such as the Food and Agriculture Organization, 
shall be entitled: 


(a) to attend any study group or commodity conference; 

(b) to ask that a study of a primary commodity be made; 

(c) to submit to the Organization any relevant study of a 
primary commodity, and, on the basis thereof, to recommend to 
the Organization that further study of the commodity be made or 
that a commodity conference be convened. 
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Article 65. Obligations of Members Regarding Existing and 
Proposed Commodity Agreements 


1. Members shall transmit to the Organization the full text of 
each inter-governmental commodity agreement in which they are 
participating at the time they become Members of the Organiza- 
tion. Members shall also transmit to the Organization appropriate 
information regarding the formulation, provisions and operation 
of such agreements. Members shall conform with the decisions 
made by the Organization regarding their continued participation 
in any such inter-governmental commodity agreement which, after 
review by the Organization, shall have been found to be incon- 
sistent with the provisions of this Chapter. 

2. Members shall transmit to the Organization appropriate 
information regarding any negotiations in which they are partici- 
pating at the time they become Members of the Organization, for 
the conclusion of an inter-governmental commodity agreement. 
Members shall conform with decisions made by the Organization 
regarding their continued participation in any such negotiations. 
The Organization may dispense with the requirements of a study 
group or a commodity conference, if it finds them unnecessary in 
the light of the negotiations. 


Article 66. Territorial Application 


For the purposes of this Chapter, the terms “Member” and 
“pon-Member” shall mean respectively a Member and non- 
Member of the Organization with its dependent territories. If a 
Member or non-Member and its dependent territories form a 
group, of which one or more units are mainly interested in the 
export of a commodity and one or more in the import of the 
commodity, there may be either joint representation for all the 
territories within the group or, where it is so desired, separate 
representation for the territories mainly interested in exportation 
and separate representation for the territories mainly interested in 
importation. 





Article 67. Exceptions to Provisions Relating to 
Inter-governmental Commodity Agreements 


1. The provisions of this Chapter shall not apply: 

(a) to any bilateral inter-governmental agreement relating to 
the purchase and sale of a commodity falling under Section D of 
Chapter IV; 

(b) to any inter-governmental commodity agreement involving 
no more than one exporting country and no more than one import- 
ing country, and not covered by sub-paragraph (a) above; Provided 
that if, upon complaint of a non-participating Member, the Or- 
ganization finds that the interests of that Member are seriously 
prejudiced by the agreement, the agreement shall become subject 
to such provisions of this Chapter as the Organization may 
prescribe; 

(c) to those provisions of any inter-governmental commodity 
agreement which are necessary for the protection of public morals 
or of human, animal or plant life or health; Provided that such 
agreements are not used to accomplish results inconsistent with 
the objectives of Chapter V or Chapter VI. 

2. The provisions of Articles 55 and 56 and of Section C of 
this Chapter shall not apply to inter-governmental commodity 
agreements found by the Organization to relate solely to the 
equitable distribution of commodities in short supply. 

3. The provisions of Section C of this Chapter shall not apply 
to commodity control agreements found by the Organization to 
relate solely to the conservation of exhaustible natural resources. 


ANNEXES PERTAINING TO PARAGRAPH 2 OF ARTICLE 16 
ANNEX A. LIST OF TERRITORIES REFERRED TO IN PARAGRAPH 2 (A) 
OF ARTICLE 16 


United Kingdom of Great Britain and Northern Ireland 

Dependent territories of the United Kingdom of Great Britain 
and Northern Ireland 

Canada 

Commonwealth of Australia 

Dependent territories of the Commonwealth of Australia 
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New Zealand 

Dependent territories of New Zealand 

Union of South Africa including South-West Africa 

Ireland 

India (as at 10 April 1947) 

Newfoundland 

Southern Rhodesia 

Burma 

Ceylon 

Certain of the territories listed above have two or more prefer- 
ential rates in force for certain products. Any such territory may, 
by agreement with the other Members which are principal sup- 
pliers of such products at the most-favoured-nation rate, substitute 
for such preferential rates a single preferential rate which shall 
not on the whole be less favourable to suppliers at the most- 
favoured-nation rate than the preferences in force prior to such 
substitution. 

The imposition of a margin of tariff preference to replace a 
margin of preference in an internal tax existing on 10 April, 1947, 
exclusively between two or more of the territories listed in this 
Annex or to replace the preferential quantitative arrangements 
described in the following paragraph shall not be deemed to 
constitute an increase in a margin of tariff preference. 

The preferential arrangements referred to in paragraph 5 (b) of 
Article 23 are those existing in the United Kingdom on ro April 
1947, under contractual agreements with the Governments of 
Canada, Australia and New Zealand, in respect of chilled and 
frozen beef and veal, frozen mutton and lamb, chilled and frozen 
pork, and bacon [and hams]. It is the intention, without prejudice 
to any action taken under sub-paragraph (h) of Part 1 of Article 
43, that these arrangements shall be eliminated or replaced by 
tariff preferences, and that negotiations to this end shall take 
place as soon as practicable among the countries substantially 
concerned or involved. 


The Brazilian Delegation has recorded a reservation on Article 23, 
Paragraph 5(b). 
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The film hire tax in force in New Zealand on 10 April 1947 
shall, for the purpose of this Charter, be treated as a customs 
duty falling within Articles 16 and 17. The renters’ film quota in 
force in New Zealand on to April 1947, shall for the purposes of 
this Charter be treated as a screen quota falling within Article 19, 


ANNEX B. LIST OF TERRITORIES OF THE FRENCH UNION 
REFERRED TO IN PARAGRAPH 2 (b) OF ARTICLE 16 


France 

French Equatorial Africa—Treaty Basin of the Congo* and other 
territories of French Equatorial Africa 

French West Africa 

Cameroons under French Mandate* 

French Somali Coast and Dependencies 

French Establishments in Oceania 

French Establishments in the Condominium of the New Hebrides* 

Guadeloupe and Dependencies 

French Guiana 

French Establishments in India 

Indo-China 

Madagascar and Dependencies 

Morocco (French zone)* 

Martinique 

New Caledonia and Dependencies 

Reunion 

Saint-Pierre and Miquelon 

Togo under French Mandate* 

Tunisia 


ANNEX C. LIST OF TERRITORIES OF THE CUSTOMS UNION OF 
BELGIUM, LUXEMBURG AND THE NETHERLANDS REFERRED TO 
IN PARAGRAPH 2(b) OF ARTICLE 16 


The Economic Union of Belgium and Luxemburg 
Belgian Congo 
Ruanda Urundi 





*For imports into Metropolitan France. 
po po 
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1947 The Netherlands 
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v For imports into the metropolitan territories of the Customs Union. 


ANNEX D. LIST OF TERRITORIES OF THE UNITED STATES OF 


other AMERICA REFERRED TO IN PARAGRAPH 2(b) OF ARTICLE 16 


United States of America (customs territory) 
Dependent territories of the United States of America 
Republic of the Philippines 
The imposition of a margin of tariff preference in an internal 
tax existing on 10 April 1947 exclusively between two or more 
rides* of the territories listed in this Annex, shall not be deemed to 


constitute an increase in a margin of tariff preference. 


ANNEX E 


Preferences in force exclusively between, on the one hand, Chile 
and, on the other hand, 

1. Argentina 

2. Bolivia 

3. Peru, 


respectively. 


ANNEX F. LIST OF TERRITORIES COVERED BY PREFERENTIAL 
ARRANGEMENTS BETWEEN THE SYRO-LEBANESE CUSTOMS 
UNION AND NEIGHBOURING COUNTRIES REFERRED TO IN 


OF 
PARAGRAPH 2 (d) OF ARTICLE 16 


TO 
Preferences in force exclusively between on the one hand, 


The Syro-Lebanese Customs Union 
and, on the other hand, 

1. Palestine 

2. Transjordan, 


respectively. 
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CHAPTER VII. THE INTERNATIONAL TRADE ORGANIZATION 
Section A—Structure and Functions 


Article 68. Membership 


1. The original Members of the Organization shall be those 
States invited to the United Nations Conference on Trade and 
Employment whose Governments accept this Charter by 
194.. in accordance with paragraph 1 of Article 98, or, if this 
Charter shall not have entered into force by 
those States whose Governments agree to bring this Charter into 
force in accordance with the proviso in paragraph 2 of Article 98. 

2. Any other State whose membership has been approved by 
the Conference shall become a Member of the Organization upon 
its acceptance, in accordance with paragraph 1 of Article 98 of 
this Charter, as amended up to the date of such acceptance. 

3. * The following separate customs territories, though not 
responsible for the formal conduct of their diplomatic relations, 
shall be admitted to the Organization on such terms as may be 
determined :** 

(i) any separate customs territory invited to the United 
Nations Conference on Trade and Employment upon acceptance 
of the Charter on its behalf by the competent Member in 
accordance with paragraph 2 of Article 99. 

(ii) any separate customs territory not invited to the United 
Nations Conference on Trade and Employment, proposed by 
the competent Member having responsibility for the formal 
conduct of its diplomatic relations and which is autonomous in 


* The delegation of France found itself able to accept this paragraph 
only on the condition that it could not be applied to Germany, a part of 
Germany or an Occupation Zone in Germany. 

** Obviously the rights and obligations of any such separate customs 
territory which did not become a full Member as a result of decisions 
taken at the World Trade Conference and which applies under paragraph 
3 of this Article for admission to the Organisation, will have to be deter- 
mined by the Conference of the Organisation when the application is 
made, and the final draft of the Charter must so provide. 
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the conduct of its external commercial relations and of the 
other matters provided for by this Charter and whose admission 
is approved by the Conference, upon acceptance of the Charter 
on its behalf by the competent Member in accordance with 
paragraph 2 of Article 99, or, in the case of a territory in 
respect of which the Charter has been accepted under paragraph 

1 of Article 99, upon its becoming thus autonomous. 

4. Any separate customs territory admitted to the Organization 
under paragraph 3 of this Article which is accorded full voting 
rights shall thereupon be a Member of the Organization.* 

5. The Conference shall determine the conditions upon which 
membership rights and obligations shall be extended to Trust 
Territories administered by the United Nations and to the Free 
Territory of Trieste.** 


Article 69. Functions 


The Organization shall perform the functions provided for 
elsewhere in this Charter. In addition the Organization shall have 
the following functions: 

(a) to collect, analyze and publish information relating to inter- 
national trade, including information relating to commercial policy, 
business practices, commodity problems and industrial and general 
economic development; 

(b) to encourage and facilitate consultation among Members on 
all questions relating to the provisions of this Charter; 

(c) to undertake studies on, make recommendations for, and 
promote international agreement on, measures designed 


*See second footnote to paragraph 3 of Article 68. 

** The Preparatory Committee considered a suggestion to add to 
Article 68 provisions regarding the effect of suspension of, or expulsion 
from, membership in the United Nations upon membership in the Organisa- 
tion. It was agreed that, in view of the complexity of the issues involved 
and the late stage at which the suggestion was made, this question should 
be deferred until the World Trade Conference by which time govern- 
ments would have been able to study it fully. 
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(i) to assure just and equitable treatment for foreign nationals 
and enterprises; *** 


(ii) to expand the volume and to improve the bases of inter. 
national trade, including measures designed to facilitate com. 
mercial arbitration and the avoidance of double taxation; and 

(iii) generally to achieve any of the objectives set forth in 
Article 1; 

(d) generally to consult with and make recommendations and, 
as necessary, furnish advice and assistance to Members regarding 
any matter relating to the operation of this Charter, and to take 
any other action necessary and proper to carry out the provisions 
of this Charter; 

(e) to co-operate with the United Nations and inter-govem- 
mental organizations in furthering the achievement of the economic 
and social objectives of the United Nations and the restoration 
and maintenance of international peace and security. 


Article 70. Structure 


The Organization shall have a Conference, an Executive Board, 
a Tariff Committee, Commissions as established under Article 79, 
and such other organs as may be required. There shall also be a 
Director-General and Staff. 


Section B—The Conference 


Article 71. Composition 
1. The Conference shall consist of all the Members of the 


Organization. 

2. Each Member shall have one representative in the Con- 
ference and may appoint alternates and advisers to its repre- 
sentative. 


***The deletion of the mention of specific classes of such nationals and 
enterprises should not be taken as indicating that these classes are not 
covered in the above broad language. Thus such language would cover 
treatment of, for example, commercial travellers, and foreign creditors 
in bankruptcy, insolvency or reorganisation. 
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3. No representative in the Conference may represent more 
than one Member. 


Article 72. Voting 


Alternative A 

1. Each Member shall have one vote in the Conference. 

2. Except as otherwise provided in this Charter, decisions of 
the Conference shall be taken by a majority of the Members 
present and voting. 


Alternative B 

1. Each Member shall have in the Conference the number of 
votes allocated to it in pursuance of the provisions of Annex . . . 
to this Charter. 

2. Except as otherwise provided in this Charter, decisions of 
the Conference shall be taken by a simple majority of the votes 
cast. 

Alternative C 

1. Each Member shall have one vote in the Conference. 

2. Except as otherwise provided in this Charter, decisions of 
the Conference shall be taken by a majority of the Members 
present and voting; Provided that, at the instance of any Member, 
any decision reached by the Organization on the matters provided 
for in Articles . . .** shall require corroboration by a second vote 
taken by a simple majority of the votes cast in accordance with the 
plan of weighted voting set out in Annex . . . to this Charter. 


Article 73. Sessions, Procedure and Officers 


1. The Conference shall meet in regular annual sessions and in 
such special sessions as may be convoked by the Director-General 
at the request of the Executive Board, or of a majority of the 
Members. 

2. The Conference shall establish rules of procedure which may 
include rules appropriate for the carrying out of its functions 


**The articles to be mentioned would be determined by the World 
Conference. 
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during the intervals between its sessions. It shall annually elect 
its President and other officers. 


Article 74. Powers and Duties 


1. The powers and duties attributed to the Organization by 
this Charter and the final authority to determine the policies of 
the Organization shall, subject to the provisions of Article 81, be 
vested in the Conference. 

2. The Conference may assign to the Executive Board the 
exercise of any power or the performance of any duty of the 
Organization, except such specific powers and duties as are ex- 
pressly conferred or imposed upon the Conference or the Tariff 
Committee by this Charter. 

3. In exceptional circumstances not elsewhere provided for in 
this Charter, the Conference may waive an obligation imposed 
upon a Member by this Charter; Provided that any such decision 
shall be approved by a two-thirds majority of the votes cast and 
that such majority shall comprise more than half of the Members 
of the Organization.* The Conference may also by such a vote 

(a) define certain categories of exceptional circumstances to 
which other voting requirements shall apply for the waiver of 
obligations, and 

(b) prescribe such criteria as may be necessary for the applica- 
tion of this paragraph. 

4. The Conference may prepare or sponsor agreements with 
respect to any matter within the scope of the Charter and, by a 
two-thirds majority of the votes cast, recommend such agreements 
for acceptance. Each Member shall, within a period specified by 
the Conference, notify the Director-General of its acceptance or 
non-acceptance. In the case of non-acceptance a statement of the 
reasons therefor shall be forwarded with the notification. 

5. The Conference may make recommendations to Members 
and to inter-governmental organizations regarding any matter 
pertaining to the purpose and objectives set forth in Article 1. 


*The Delegation of Chile reserved its position regarding this sentence 
in so far as it relates to Article 15. 
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6. The Conference shall approve the budget of the Organization 
and shall apportion the expenditures of the Organization among the 
Members in accordance with a scale of contributions to be fixed 
from time to time by the Conference following such principles as 
may be applied by the United Nations; Provided that no Member 
shall be required to contribute more than one-third of the total 
of such expenditures without its consent.* 

7. The Conference shall determine the seat of the Organization 
and shall establish such branch offices as it may consider desirable. 


*The Delegation of Canada reserved its position on the proviso. 


Section C—The Executive Board 


Article 75. Composition of the Executive Board 
Alternative A 


1. The Executive Board shall, subject to the provisions of the 
other paragraphs of this Article, consist of Members of the 
Organization as follows: 

(a) Canada, China, France, India, Union of Soviet Socialist 
Republics, United Kingdom, United States of America and either 
Belgium and the Netherlands alternating every three years or the 
Customs Union of Belgium, Luxembourg and the Netherlands 
should these States desire to be represented as a unit;* ** 

(b) Three Members elected by the American Republics not 
entitled to a seat on the Board under sub-paragraph (a) ; 

(c) One Member to be elected by each of the following groups 
of States if their members desire to be represented as a group: 

(i) Egypt, Iraq, Lebanon, Saudi Arabia, Syria, Transjordan 


and the Yemen; 


*If the Customs Union of Belgium, Luxembourg and the Netherlands 
as such should not desire to appoint a representative on the Board, Luxem- 
bourg would fall under paragraph 1(d) of this Article. 

**The Preparatory Committee was not able to examine fully the 
conception of giving membership in the Board to customs unions. This 
matter should be considered more thoroughly by the World Conference. 
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(ii) Denmark, Finland, Iceland, Norway and Sweden; 

(d) Five Members elected by the remaining Members; Pro- 
vided that groups of not less than four States, having common 
interests, and representing a certain proportion of world trade 
may be formed with the approval of the Conference and any such 
group shall be entitled to elect one or more Members to the Board 
according to the number of States which comprise it and the pro- 
portion of world trade they together represent. 

2. The Conference shall make regulations relating to para- 
graphs 1(b), (c) and (d) of this Article which shall provide for 
the mode of election, the conditions under which groups under 
paragraph 1(d) of this Article may be formed, the method of 
reallocating seats where necessary, and other related matters. 

3. The Members elected to the Executive Board shall normally 
be elected for terms of three years. The Conference shall establish 
rules with regard to these terms designed to ensure a reasonable 
measure of continuity in representation on the Board. 

4. During the time that any State mentioned in paragraph 1 (a) 
of this Article is not a Member of the Organization, the size of 
the Executive Board shall be reduced accordingly. 

5. If at any time the number of States referred to in paragraph 
1(b) of this Article be seven or less, those States shall be entitled 
to elect only one Member to the Executive Board. Should at any 
time this number be more than seven but less than fifteen, they 
shall be entitled to elect two Members to the Board. 

6. Should at any time the number of States referred to in para- 
graph 1(d) of this Article be 

(a) four or more but less than seven, 

(b) seven or more but less than fifteen, 

(c) fifteen or more but less than twenty-one, 

(d) twenty-one or more but less than twenty-eight, those States 
shall be entitled to elect one, two, three or four Members to the 
Board respectively. 

7. The number of Members on the Executive Board may, upon 
a recommendation of the Board, be increased by the Conference 
by a two-thirds majority of the votes cast. 

8. Notwithstanding the provisions of Article 95, any amend- 
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ment of this Article relating to paragraph 1(a) or to the election 
of Members to the Board under paragraph 1(b), (c) and (d) or 
involving the rearrangement of groups established under para- 
graph 1(c) or formed under paragraph 1(d), shall become effective 
upon its approval by the Conference by a majority of the votes 
cast. 

g. The provisions of this Article shall be subject to review by 
the Conference every three years. 


Alternative B 


1. The Executive Board shall consist of the representatives of 
not more than fifteen of the Members of the Organization, elected 
by the Conference by the affirmative vote of two-thirds of those 
present and voting. Seven of the Members may be immediately 
re-elected on the expiration of the term for which they have been 
elected. 

2. The number of Members on the Executive Board may, upon 
a recommendation of the Board, be increased by the Conference 
by a two-thirds majority of the Members present and voting. 

3. The Members elected to the Executive Board shall normally 
be elected for terms of three years. The Conference shall establish 
rules with regard to these terms designed to ensure a reasonable 
measure of continuity in representation on the Board. 


Alternative C 


1. Subject to the provisions of paragraph 6 of this Article, the 
Executive Board shall consist of seventeen Members of the 
Organization. 

2. The eight states of chief economic importance, as determined 
by the Conference at intervals of three years by a two-thirds 
majority of Members present and voting, shall be entitled to 
membership of the Board. 

3. The other Members shall be elected to the Board by a two- 
thirds vote of the Conference. 

4. Subject to paragraph 5 one-third of the Members referred to 
in paragraph 3 shall be elected each year for a term of three years. 
A retiring Member shall be eligible for immediate re-election. 
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5. At the first election 

(a) Canada, China, France, India, United Kingdom, United 
States, Union of Soviet Socialist Republics and the Customs Union 
of Belgium, Luxembourg and the Netherlands, should the states 
members of that Customs Union desire to be represented as a 
unit, shall be appointed under paragraph 2;* 

(b) Nine other Members shall be elected, of which the terms 
of office of three shall expire at the end of one year and of three 
other Members at the end of two years. 

6. (a) During the time that any State mentioned in paragraph 2 
of this Article is not a Member of the Organization the size of 
the Board shall be reduced accordingly. 

(b) During any time that the number of Members of the 
Organization is less than twenty-eight the numbers six, two and 
two shall be substituted for the numbers nine, three and three 
respectively in paragraph 5(b) of this Article. 

7. The Conference shall make regulations which shall apply 
the provisions of paragraph 5(b) at any time when the number of 
Members on the Board is varied under paragraph 6(b) of this 
Article. 

Article 76. Voting 


1. Each member of the Executive Board shall have one vote. 
2. Decisions of the Executive Board shall be made by a majority 
of the votes cast. 


Article 77. Sessions, Procedure and Officers 


1. The Executive Board shall adopt its own rules of procedure, 
including rules concerning the convening of its sessions. The rules 
of procedure shall be subject to confirmation by the Conference. 

2. The Executive Board shall annually elect its Chairman and 
other officers, who shall be eligible for re-election. 

3. The Chairman of the Executive Board shall be entitled ex 
officio to participate, without the right to vote, in the deliberations 
of the Conference. 

4. Any Member of the Organization which is not on the 


*See the second note to paragraph 1 of Alternative A. 
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Executive Board, shall be invited to participate in the discussion 
by the Board of any matter of particular and substantial concern 
to that Member, and shall, for the purpose of such discussion, have 
all the rights of Members on the Board, except the right to vote. 


Article 78. Powers and Duties 


1. The Executive Board shall be responsible for the execution 
of the policies of the Organization and shall exercise the powers 
and perform the duties assigned to it by the Conference. It shall 
supervise the activities of the Commissions and shall take such 
action upon their recommendations as it may deem appropriate. 
It shall prepare the provisional agenda of the Conference. 

2. The Executive Board may make recommendations to the 
Conference, or to inter-governmental organizations, on any sub- 
ject within the scope of this Charter. 


Section D—The Commissions 


Article 79. Establishment and Functions 


The Conference shall establish such Commissions as may be 
required for the performance of the functions of the Organization 
in accordance with the provisions of this Charter. The Commis- 
sions shall have such functions as the Conference may decide. 
Commissions shall report to the Executive Board and shall perform 
such tasks as the Board may assign to them. The Commissions 
shall consult each other as necessary for the exercise of their 
functions. 


Article 80. Composition and Procedure 


1. Except as otherwise decided by the Conference, Commis- 
sions shall be composed of persons chosen by the Executive Board. 
The persons so chosen shall be qualified by training or experience 
to carry out the functions of the Commissions. 

2. The number of members, which shall not exceed seven, of 
each Commission and the conditions of their service shall be 
determined in accordance with regulations prescribed by the 
Conference. 

3. Each Commission shall elect its Chairman, and shall adopt 
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rules of procedure which shall be subject to approval by the 
Executive Board. 

4. The rules of procedure of the Conference and of the Execu- 
tive Board shall provide as appropriate for the participation in 
their deliberations, without the right to vote, of the chairmen of 
Commissions. 

5. The Organization shall arrange for representatives of inter- 
governmental organizations considered by the Organization to 
have a special competence in the field of activity of any of the 
Commissions, to participate in the work of such Commissions. 


Section E—The Tariff Committee 


Article 81. The Tariff Committee 


1. There shall be a Tariff Committee which shall act on behalf 
of the Organizarion in initiating the negotiations provided for 
under paragraph 1 of Article 17 and in the making of recommenda- 
tions and determinations pursuant to paragraph 2 of Article 17. 

2. The Tariff Committee shall consist of those contracting 
parties to the General Agreement on Tariffs and Trade referred 
to in paragraph 1(d) of Article 17 which are Members of the 
Organization. 

3. Provisions relating to the voting power of each member. 

4. Provisions relating to the majority of votes required for 
decisions of the Committee. 

5. The Committee shall adopt its own rules of procedure, in- 
cluding provision for the election of its officers. 


Section F—The Director-General and Staff 
Article 82. The Director-General 


1. The chief administrative officer of the Organization shall be 
the Director-General. He shall be appointed by the Conference 
upon the recommendation of the Executive Board. The powers, 
duties, conditions and terms of office of the Director-General shall 
conform to regulations approved by the Conference. He shall be 
subject to the general supervision of the Executive Board. 
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2. The Director-General or his representative shall be entitled 
to participate, without the right to vote, in all meetings of the 
various organs of the Organization. 

3. The Director-General shall present to the Conference an 
annual report on the work of the Organization and the annual 
budget estimates and the financial statements of the Organization. 


Article 83. The Staff 


1. The Director-General shall have authority to appoint Deputy 
Directors-General in accordance with regulations approved by the 
Conference. The Director-General shall also appoint such further 
members of the Staff as may be required and shall fix the duties 
and conditions of service of the Staff, in accordance with regula- 
tions approved by the Conference. 

2. The paramount consideration in the selection of the Staff and 
in the determination of its conditions of service shall be the necessity 
of securing the highest standards of efficiency, competence and 
integrity, due regard being paid to the importance of recruitment 
on as wide a geographical basis as possible. 

3. The conditions of service, such as the provisions governing 
qualifications, salary, tenure and retirement of members of the 
Staff shall be fixed, so far as practicable, in conformity with those 
for members of the Secretariat of the United Nations and of other 
specialised agencies. 

























Section G—Other Organizational Provisions 


Article 84. Relations with Other Organizations 





1. The Organization shall be brought into relationship with the 
United Nations as soon as practicable as one of the specialised 
agencies referred to in Article 57 of the Charter of the United 
Nations. This relationship shall be effected by agreement to be 
approved by the Conference. Any such agreement shall provide 
for effective co-operation and the avoidance of unnecessary 
duplication in the activities of the respective organizations. 

2. The Organization shall make arrangements with other 
inter-governmental organizations which have related responsibili- 
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ties, to provide for effective co-operation and the avoidance of 
unnecessary duplication in the activities of the organizations. The 
Organization may for this purpose arrange for joint committees, 
reciprocal representation at meetings and establish such other 
working relationships as may be necessary. 

3. [The Organization may make suitable arrangements for con- 
sultation and co-operation with non-governmental organizations 
concerned with matters within the scope of this Charter. 

4. Whenever the Conference and the competent authorities of 
any other inter-governmental organization whose purposes and 
functions lie within the scope of this Charter, deem it desirable 

(a) to incorporate such other inter-governmental organization 
into the Organization, or 

(b) to effect a transfer of all or a part only of its functions and 
resources to the Organization, or 

(c) to bring it under the supervision or authority of the Organiz- 
ation, the Director-General, subject to the approval of the Con- 
ference, may enter into an appropriate agreement. Members shall, 
in conformity with their international obligations, take the action 
necessary to give effect to any such agreement. 


Article 85. International Responsibilities of the Director-General, 
Staff and Members of Commissions 


1. The responsibilities of the Director-General and of the Staff 
shall be exclusively international in character. In the discharge 
of their duties they shall not seek or receive instructions from any 
government, or from any authority external to the Organization. 
They shall refrain from any action which might prejudice their 
position as international officials. 

2. The provisions of paragraph 1 of this Article shall also apply 
to members of the Commissions provided for in Section D of this 
Chapter. 

3. The Members shall respect the international character of 
the responsibilities of these persons and shall not seek to influence 
them in the discharge of their duties. 


Article 86. International Legal Status of the Organization 


The Organization shall have legal personality and shall enjoy 
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such legal capacity as may be necessary for the exercise of its 









. The functions. 
‘an Article 87. Status of the Organization in the Territory of Members 
er 


1. The Organization shall enjoy in the territory of each of its 
Members such legal capacity, privileges and immunities as may 
be necessary for the exercise of its functions. 

2. Representatives of the Members of the Organization and its 
officials shall similarly enjoy such privileges and immunities as 
may be necessary for the independent exercise of their functions in 
























§ and 

ble connection with the Organization. 

athe 3. Such legal capacity, privileges and immunities shall be more 
particularly defined in an agreement to be prepared in consultation 

_ with the Secretary-General of the United Nations and concluded 
between the Members and the Organization. 

— Article 88. Contributions 

On- : gt patel 

shall Each Member shall contribute promptly to the Organization its 

iid share of the expenditures of the Organization as apportioned by 
the Conference. A Member which is in arrears in the payment of 
its financial contributions to the Organization shall have no vote 

l, in the organs of the Organization if the amount of its arrears 
equals or exceeds the amount of the contributions due from it 

Seaff for the preceding two full years. The Conference may, neverthe- 

ail less, permit such a Member to vote, if it is satisfied that the failure 

a to pay is due to conditions beyond the control of the Member. 

vr CHAPTER VIII.* SETTLEMENT OF DIFFERENCES—INTERPRETATION 

Article 89. Consultation between Members 
) ; 
cd If any Member should consider that any benefit accruing to it 
*The Preparatory Committee points out that a limited time has been 
- of devoted to the study of the means of providing for interpretation of the 
nce Charter and for the settlement of differences among Members and between 





Members and the Organization. Therefore the Preparatory Committee 
recommends that this subject should receive early and full re-examination 
by the World Trade Conference and the drafts contained in this Report 
have been prepared on the assumption that this course will be followed. 
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directly or indirectly under this Charter is being nullified or 
impaired, or that the attainment of any of the objectives set forth 
in Article 1 is being impeded, as a result of 

(a) the failure of another Member to carry out its obligations 
under this Charter, or 

(b) the application by another Member of any measure, 
whether or not it conflicts with the provisions of this Charter, or 

(c) the existence of any other situation, 
the Member may, with a view to the satisfactory adjustment of 
the matter, make written representations or proposals to the other 
Member or Members which it considers to be concerned. Any 
Member thus approached shall give sympathetic consideration to 
the representations or proposals made to it. In any such case, the 
Members concerned shall keep the Director-General informed 
generally of any discussions undertaken. 


Article 90. Reference to the Organisation 


1. If the matter is not satisfactorily adjusted within a reasonable 
time or if it falls within Article 89(c), it may be referred to the 
Executive Board or, with the approval of the Executive Board, 
directly to the Conference. The Executive Board or the Con- 


ference, as the case may be, shall promptly investigate any matter | 
so referred and shall make recommendations to the Members | 


which it considers to be concerned or give a ruling on the matter, 
as appropriate. It may in the course of such investigation consult 
with Members, the Commissions of the Organization, the Eco 
nomic and Social Council of the United Nations and any inter- 
governmental organization, in cases where it considers such con- 
sultation necessary. 

2. The Executive Board may refer the matter, with the consent 
of the Members concerned, to arbitration upon such terms 4s 
may be agreed between the Board and such Members.* 

3. Any ruling of the Executive Board shall be reviewed by the 





*The Delegation of the United Kingdom reserved its position on this 
paragraph. 
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Conference at the request of any interested Member. Upon such 
request the Conference shall by resolution confirm or modify or 
reverse such ruling. 

4. If the Conference considers that the circumstances are serious 
enough to justify such action, it may authorize a Member or 
Members to suspend the application to any other Member or 
Members of such obligations or concessions under or pursuant to 
this Charter as the Conference determines to be appropriate. If 
the application to any Member of any obligation or concession is 
in fact suspended, that Member shall then be free, not later than 
sixty days after such action is taken, to advise the Director- 
General in writing of its intention to withdraw from the Organiza- 
tion and such withdrawal shall take effect upon the expiration of 
sixty days from the day on which written notice of such with- 
drawal is received by the Director-General. 


Article 91. Reference to the International Court of Justice 


1. The Conference or the Executive Board may, in accordance 
with arrangements made pursuant to paragraph 2 of Article 96 of 
the Charter of the United Nations, request from the International 
Court of Justice advisory opinions on legal questions arising within 
the scope of the activities of the Organisation. 

2. Any resolution of the Conference under paragraph 3 of 
Article 90 or decision of the Conference under any other Article 
of this Charter shall be subject to review by the International 
Court of Justice through the means of a request by the Organisa- 
tion for an advisory opinion pursuant to the Statute of the Inter- 
national Court of Justice. The request for review of such resolution 
or decision shall be made by the Organisation, in appropriate form, 
upon the instance of any substantially interested Member.* 

3. The request for an advisory opinion shall be accompanied by 
a statement, to be furnished by the Organisation in consultation 
with the Members substantially interested, of the facts underlying 
the question upon which the opinion of the Court is requested. The 





*The Delegation of Australia reserved its position on this paragraph. 
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Organisation shall supply to the Court such further information 
as the Court may require. 

4. Pending the delivery of the opinion of the International Cour 
of Justice, the resolution or decision of the Conference shall have 
full force and effect; Provided that the Conference shall suspend 
the operation of any such resolution or decision pending the 
delivery of the opinion where in the view of the Conference 
damage difficult to repair would otherwise be caused to a Member 
concerned. 

5. The opinion of the International Court of Justice upon the 
questions referred to it shall be binding upon the Organization, 
The resolution or decision in question shall be modified in so far as 
it does not accord with the opinion of the International Court of 
Justice. 


Article 92. Miscellaneous Provisions 


1. For the purposes of the interpretation of this Charter under 
the provisions of this Chapter, the English and French texts shall 
be authoritative. 

2. Nothing in this Chapter shall be construed to exclude other 
procedures provided for in this Charter for consultation and settle- 
ment of differences arising out of its operation. 

3. The Members undertake that they will not have recourse 
to any procedure other than the procedures envisaged in this 
Charter for complaints and the settlement of difficulties arising 
out of its operation, nor, without prejudice to any other inter- 
national agreement, to unilateral sanctions of any kind on the 
ground that there has been a violation of an obligation of this 
Charter, in advance of a complaint to the Organization and a final 
decision of the Organization establishing such violation. 

4. The Conference and the Executive Board shall establish such 
rules of procedure as may be necessary to carry out the provisions 
of this Chapter. The rules of the Conference shall include pro- 
visions concerning the maintenance in force or suspension of any 
rulings of the Executive Board pending review by the Conference 
under paragraph 3 of Article go. 
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CHAPTER IX——GENERAL PROVISIONS 


Article 93.* Relations with Non-Members 
Alternative “‘A”’ 


1. Nothing in this Charter shall preclude any Member from 
concluding or maintaining commercial treaties or maintaining 
economic relations with non-Members. 

provided that no Member shall seek preferential export or 
import duties or taxes or exclusive advantages in its trade with 
wi non-Member. 

. If a substantial part of any Member’s foreign trade is with 
bier such Member shall be entitled to suspend the 
application of any of the provisions of this Charter 

provided that their execution causes or threatens to cause a 
serious injury to its legitimate economic interests. 

3. Any Member shall afford the Organization and directly 
affected Members an adequate opportunity to consult with it in 
respect of its action and of the best way which would enable the 





*The Preparatory Committee transmits these three texts to the World 
Conference, without expressing at this stage any judgment concerning 
the merits of one proposal as against another, in order to assist the World 
Conference in determining, in the light of all relevant circumstances, the 
text to be incorporated in the Charter governing relations with non- 
Members. 

Some question was raised as to the status of a Member of the United 
Nations if it should fail to become a Member of the Organization and to 
the status of a country not eligible for membership in the Organization. 
The World Conference may wish to seek expert opinion as to whether, 
under these circumstances, any of the drafts would be in conflict with the 
obligations of Members of the United Nations. 

In this connection the Preparatory Committee calls the attention of 
the World Conference to the definition of a ‘“‘Non-Member”’ in paragraph 
7 of version “‘B” and to the words “although qualified to do so” in para- 
graph 3 of version ““C” which would exclude from the scope of all or 
some of the provisions of the Article Non-Member countries which were 
not qualified for Membership. The World Conference may wish to con- 
sider whether these particular passages should be retained or deleted in 
the light of the resolution regarding Spain which the General Assembly 
adopted on 12 December, 1946. 
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Member concerned to safeguard its interests without prejudicing 
the general purposes and objectives of this Charter and the legiti- 
mate interests of the above-mentioned Members. 

If no adjustment can be effected, the Member concerned may 
withdraw from the Organization at any time by written notice 
addressed to the Director-General either on its own behalf or on 
behalf of a territory which is at the time self-governing in respect 
of matters provided for by this Charter, giving reasons therefor, 
This withdrawal shall become effective on the date such notice is 
received. The Director-General shall immediately notify all other 
Members. , 

Alternative “B”’ 

1. No Member shall seek exclusive or preferential advantages 
for its trade with any non-Member. 

2. Any Member wishing to maintain or enter into a commercial 
agreement with a non-Member which extends or would extend 
to the non-Member any of the benefits of Chapter IV of this 
Charter or any of the tariff reductions effected by the Member 
concerned in pursuance of Article 17 of the Charter shall seek the 
approval of the Organization for such a course, provided that no 
Member shall be required to terminate any such existing agree- 
ment until it has received written notification from the Organiza- 
tion of its decision in respect of that agreement in accordance 
with the procedures laid down in this Article. 

3. In deciding whether it should grant approval in respect of 
the question referred to in paragraph (2) of this Article, the 
Organization shall have regard to the following considerations: 

(a) whether or not the agreement concerned does or would 
substantially injure the interests of other Members; 

(b) whether or not the termination of an existing agreement of 
this nature would substantially injure the interests of the Member 
concerned; 

(c) whether or not the expansion of international trade and the 
promotion of the purposes of the Organization as laid down in this 
Charter would be adversely affected if the agreement were 
maintained or put into effect. 
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4. A Member may apply to the Organization at any time for 
approval of any agreement which it proposes to conclude with a 
non-Member and to which the provisions of paragraph 2 of this 
Article apply, but, in the case of any such agreement which exists 
at the date on which this Charter comes into force for that Mem- 
ber, application for approval under the provisions of paragraph 2 
of this Article shall be made within a period of one year from that 
date. 

5. Within 60 days of its receipt of written notification of a 
decision by the Organization disapproving any agreement to 
which the provisions of paragraph 2 of this Article apply, a 
Member either shall inform the Organization of its acceptance of 
the decision, in which case the Member shall take steps to terminate 
any such existing agreement and shall not extend or continue to 
extend to the non-Member the benefits to Members deriving from 
the negotiations completed in accordance with Article 17 of this 
Charter, or, if it is unwilling to accept the decision of the Organiza- 
tion, may give notice in writing to the Director-General of its 
withdrawal from the Organization, such withdrawal to become 
effective 60 days after such notice is given. 

6. Nothing in this Article shall be interpreted as over-riding 
any of the economic provisions in the treaties of peace between 
the Allied and Associated Powers and the states which were their 
enemies during the Second World War. 

7. For the purposes of this Article, the term “non-Member”’ 
shall mean a country which, although qualified to become a Mem- 
ber, has not become a Member or has withdrawn from the 
Organization. 


Alternative ““C”’ 


1. No Member shall seek preferential advantages from any 
non-Member so as to result, directly or indirectly, in the applica- 
tion by such non-Member to any Member of measures which, 
if applied by a Member, would be inconsistent with the provisions 
of this Charter. 

2. No Member shall be a party to any agreement or other 
arrangement with any non-Member under which such non- 
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Member is or would be contractually entitled to any of the benefits 
provided to Members by virtue of Chapter IV: provided that, 
with respect to any such existing agreement, the Organization 
shall release any Member from the provisions of this paragraph 
if it finds that the effect of termination of the agreement would be 
more detrimental to the interests of Members as a whole than its 
continuation. 

3. No Member shall, except with the concurrence of the 
Organization, extend to the trade of any other country, which, 
although qualified to do so has not become a Member or has 
withdrawn from the Organization any of the reductions in tariffs 
effected by such Member pursuant to Article 17, or extend to 
such country any reduction in a preferential tariff rate, even 
though such reduction would be permitted under the terms of 
Articles 16 and 17. 

4. The provisions of paragraphs 2 and 3 of this Article shall 
become effective for any Member upon the expiration of one 
year from the day on which this Charter enters into force with 
respect to such Member: provided that, this period may be ex- 
tended by the Organization, in respect of the relations of any 
Member with any non-Member, for such further periods as the 
Organization may prescribe. At any time before the expiration of 
any such period, a Member may request the Organization in 
writing for such an extension, in which event the period will be 
considered to be extended until a reply is received from the 
Organization. If the Organization disapproves the extension re 
quested, the Member shall then be free, not later than sixty days 
from the day on which notice of such disapproval is received by 


ee re eR 


the Member, to withdraw from the Organization effective upon | 
the expiration of sixty days from the date on which written notice | 


of such withdrawal is received by the Organization. 

5. At the earliest possible date after any provision of this 
Charter becomes effective, Members shall terminate, either by 
agreement or in accordance with their terms, any international 
obligations they may have with non-Members which would prevent 
them from giving full effect to such provision. 

6. Nothing in this Article shall be interpreted as requiring the 
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withdrawal of any Member from membership in other inter- 
governmental organizations of the type described in Article 57 of 
the Charter of the United Nations or as over-riding any of the 
economic provisions in the treaties of peace between the Allied 
and Associated Powers and the states which were their enemies 
during the Second World War. 


Article 94. General Exceptions 


Nothing in this Charter shall be construed 


(a) to require any Member to furnish any information the 
disclosure of which it considers contrary to its essential security 
interests, or 

(b) to prevent any Member from taking any action which it 
considers necessary for the protection of its essential security 
interests 

(i) relating to fissionable materials or the materials from 
which they are derived; 

(ii) relating to the traffic in arms, ammunition and implements 
of war and to such traffic in other goods and materials as is 
carried on directly or indirectly for the purpose of supplying a 
military establishment; 

(iii) taken in time of war or other emergency in international 
relations; or 


(c) to prevent any Member from taking any action in pursuance 
of its obligations under the United Nations Charter for the 
maintenance of international peace and security. 


Article 95. Amendments 


1. Any amendment to this Charter which does not involve a 
change in the obligations assumed by Members shall become 
effective upon receiving the approval of the Conference by the 
affirmative votes of two-thirds of the Members. 

2. Any amendment to this Charter which involves a change in 
the obligations assumed by Members shall, after receiving the 
approval of the Conference, become effective for each Member 
accepting the amendment, upon acceptance on the part of two- 
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thirds of the Members and thereafter for each remaining Member 
on acceptance by it. The Conference may at any time determine 
that any amendment under this paragraph is of such a nature that 
all Members which have not accepted it within a period specified 
by the Conference shall be required to withdraw from the Organi- 
zation; Provided that the Conference may, by the affirmative votes 
of two-thirds of the Members present and voting, determine the 
conditions under which this requirement shall be waived with 
respect to any such Member. A Member not accepting an amend- 
ment shall be free to withdraw from the Organization upon the 
expiration of six months from the day on which written notice of 
such withdrawal is received by the Director-General. 

3. The Conference shall, by the affirmative votes of two-thirds 
of the Members, adopt rules of procedure for carrying out the 
provisions of this Article. 


Article 96. Review of the Charter 


The Conference shall convene a special session for the purpose 
of reviewing the provisions of this Charter before the end of the 
tenth year after its entry into force. 


Article 97. Withdrawal and Termination 


1. Without prejudice to the provisions of paragraph 2 of 
Article 17, paragraph 4 of Article 90, or paragraph 2 of Article 
95, any Member may withdraw from the Organization either on 
its own behalf or on behalf of a separate customs territory on 
behalf of which it has accepted this Charter in accordance with 
the provisions of Article 99 at any time after the expiration of 
three years from the day of the entry into force of this Charter, 
by written notice addressed to the Director-General. The Director- 
General shall immediately notify all other Members. 

2. A withdrawal under paragraph 1 of this Article shall take 
effect upon the expiration of six months from the day on which 
written notice of such withdrawal is received by the Director- 
General. 

3. This Charter may be terminated at any time by agreement 
of three-fourths of the Members. 
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Article 98. Entry into Force and Registration 


1. The Government of each State accepting this Charter shall 
deposit an instrument of acceptance with the Secretary-General 
of the United Nations, who will inform all governments repre- 
sented at the United Nations Conference on Trade and Employ- 
ment and all Members of the United Nations not so represented, 
of the date of deposit of each instrument of acceptance and of the 
day on which this Charter enters into force. 

2. This Charter shall enter into force on the sixtieth day follow- 
ing the day on which the number of governments represented at 
the United Nations Conference on Trade and Employment which 
have deposited instruments of acceptance pursuant to paragraph 2 
of this Article shall reach twenty, and the instrument of accept- 
ance of each other accepting government shall take effect on the 
sixtieth day following the day on which it is deposited; Provided 
that, if this Charter shall not have entered into force by ........ 
194.., any of the governments applying the General Agreement 
on Tariffs and Trade dated ........ 194.., together with any 
other governments represented at the United Nations Conference 
on Trade and Employment, may, upon conditions to be agreed 
between them, bring this Charter into force. Any instrument of 
acceptance deposited with the Secretary-General of the United 
Nations shall be taken as covering both procedures for bringing 
this Charter into force, unless it expressly provides to the contrary 
or is withdrawn before the entry into force of this Charter. 

3. The United Nations is authorised to effect registration of 
this Charter as soon as it comes into force. 


Article 99. Territorial Application 


1. Each Government accepting this Charter does so in respect 
of its metropolitan territory and of the other territories for which 
it has international responsibility; Provided that it may at the time 
of acceptance declare that any separate customs territory for 
which it has international responsibility possesses full autonomy 
in the conduct of its external commercial relations and of the 
other matters provided for by this Charter, and that acceptance 
does not relate to such territory. 
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2. Each Member may, at any time, accept this Charter in 
accordance with paragraph 1 of Article 98 on behalf of any 
separate customs territory referred to in the proviso of p 
1 of this Article, which is willing to undertake the obligations of 
this Charter. 

3. Each Member shall take such reasonable measures as may 
be available to it to assure observance of the provisions of this C 
Charter by the regional and local governments and authorities 
within its territory. 











Article 100. Deposit of Texts 
The original texts of this Charter in the official languages of 
the United Nations shall be deposited with the Secretary-General 
of the United Nations who will furnish certified copies of the 
texts to all interested governments. 
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APPENDIX I 


SUMMARY REPORT 
ON THE GENEVA DRAFT OF THE CHARTER! 


I. Changes obtained by the United States in response to crit. 
icisms and suggestions made by the National Association of 
Manufacturers, the National Foreign Trade Council, the U. § 
Chamber of Commerce, the International Chamber of Commerce, 
and the U. S. Associates of the International Chamber of Com. 
merce, and in hearings held by the Executive Committee on 
Economic Foreign Policy and by the Senate Finance Committee, 


Chapter I, Geneva Draft (I, New York Draft)—Purposes and Ob. 
iectives. 

This Chapter has been rewritten. The statement of a purpose 
“to avoid fluctuations in world trade” has been eliminated. The 
statement of a purpose “to encourage the international flow of 
capital for productive investment,” as suggested by the NAM, 
has been added. 


Chapter II, New York Draft—Membership. 

The substance of this Chapter has been incorporated in the new 
Chapter VII, on the Organization of the ITO, as suggested by 
the NFTC. 


Chapter II, Geneva Draft (Ill, New York Draft)—Employment and 
Economic Activity. 

(1) Emphasis is now placed on the importance of production, 
as well as the maintenance of employment. (NAM, ICC, US 
Associates) 

(2) It is made clear that the powers of the Economic and 
Social Council, with respect to employment, do not go beyond the 
advisory functions provided for in the United Nations Charter. 
(NAM, Senate Finance Committee) 

(3) It is indicated that the maintenance of fair labor standards 


1 Prepared by the United States delegation to the Preparatory Committee 
of the United Nations Conference on World Trade and Employment. 
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should be sought through the International Labor Organization, 
rather than the ITO. (NAM, NFTC) 

(4) The implication that balance-of-payments difficulties are 
inflicted upon one country by another has been removed. (NFTC, 
ICC 

“4 Countries with an unfavorable balance of trade, as well as 
those with a favorable balance, are now asked to assume responsi- 
bility for correcting the maladjustment. 


Chapter III, Geneva Draft (I V, New York Draft)—Economic Develop- 
ment. 


(1) The statement that industrialization contributes ultimately 
to economic stability has been eliminated. (ICC, Senate Finance 
Committee) 

(2) The implication that the ITO might itself provide technical 
services has been removed. (US Chamber of Commerce, NAM, 
NFTC, Senate Finance Committee) 

(3) It is made clear that the ITO, instead of offering financial 
advice, will call upon the existing staff of the International Bank 
for Reconstruction and Development. 

(4) The provisions with respect to the protection of inter- 
national private investment have been greatly expanded. (NAM, 
US Associates, NFTC) The character of the new provisions is 
discussed in greater detail under II, below. 

(5) The special provision concerning complaints (New York 
Draft, Article 12, paragraph 3) has been eliminated. Complaints 
with respect to the treatment of international private investment 
will thus fall under the stronger provisions of the new Chapter 
Vill. (NAM, NFTC) 

(6) The provision that rhe prior approval of the ITO must be 
obtained before a member can adopt measures inconsistent with 
the provisions of the Charter as a means of establishing and 
developin, aew industries, although under heavy attack at Geneva, 
has been retained. The Article (13, in the New York Draft) has 
been modified in detail. This was the most controversial issue at 
the Geneva Conference, and is discussed at greater length under 
III, below. 
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Chapter IV, Geneva Draft (V, New York Draft)—Cominercial 
Policy. 


Section A, Articles 16-19, Geneva Draft (Articles 14, 24 and 15, New 
York Draft)—Tariffs, Preferences, and Internal Taxation and Regula. 
tion. 

(1) Articles relating to national treatment, most-favored-nation 
treatment, tariffs and preferences have been grouped together, 
(NFTC, Senate Finance Committee) 

(2) The new wording of Article 16 (14, New York Draft) 
makes it clearer that no preference on any product, whether 
covered in tariff negotiations or not, may be increased. 

(3) Paragraph 1 (a) of Article 24, of the New York Draft, 
criticized in the Senate Hearings as obscure and misleading, has 
been deleted as unnecessary. 

(4) Paragraph 1 (b) (New York Draft) has been so reworded 
as to make explicit the requirement that reductions in preferential 
rates must be accompanied by equal reductions in rates charged 
to countries outside a preferential system. 

(5) Paragraphs 1 (c) and 1 (d) have been added to Article 17 
(Geneva) to assure that countries not parties to the Geneva 
negotiations will subsequently make concessions in return for 
those negotiated there. } 

(6) The new draft of Article 18 (15, New York) excepts 
existing mixing regulations and thus permits the continuation of 
mixing requirements on rubber in the United States. (Senate 
Finance Committee) 

(7) The new draft of Article 19 (Article 15, paragraph 5, New 
York Draft) outlaws all forms of internal restriction or dis- 
crimination for the protection of domestic motion picture industries 
except the requirement that a certain fraction of screen time must 
be devoted to the exhibition of domestic films. Such quotas are 
made negotiable and may thus be reduced through international 
agreement. Remaining screen time may not be allocated among 
foreign films but must be kept open to free competition. The new 
Article thus affords the American motion picture industry a far 
greater measure of protection against restriction and discrimina- 
tion in foreign markets than did the New York Draft. 
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(8) Other drafting changes suggested in the Hearings before 
the Senate Committee are covered in a more detailed report. 


Section B, Articles 20-24, Geneva Draft (Section C, Articles 25-29, 
New York Draft)—Quantitative Restrictions and Exchange Control. 


(1) The opening words of Article 25 (New York) “Except as 
otherwise provided in this Charter,” have been deleted. (ICC) 

(2) Certain transitional and technical exceptions have been 
moved from Article 20 (New York) to Article 43 (Geneva). 

(3) The exception for agricultural quotas has been somewhat 
broadened (Geneva, 20, para. 2 (c); New York, 25, para. 2 (e) ). 

(4) The last sentence of Article 25, paragraph 2 (e) (New 
York) has been deleted. (Senate Finance Committee) 

(s) Paragraph 2 (f) (New York) has been deleted. (NAM, 
US. Chamber of Commerce, ICC, NFTC) 

(6) The first sentence of Article 26 (New York) has been 
deleted and two additional references to “domestic employment, 
reconstruction, development, or social policies” (paragraph 3 (e) 
and 4, New York) have been deleted. National sovereignty with 
respect to domestic policies is still recognized in Article 21, para- 
graph 3 (Geneva), but it is clear that this paragarph does not 
authorize quantitative restrictions unless there is a financial 
stringency as defined in paragraph 2 (a). 

(7) Article 21, paragraph 2 (a), Geneva (Article 26, paragraph 
2 (a), New York) applies the criteria of financial stringency to 
“old as well as to new restrictions. 

(8) The New York Draft (Article 26, paragraph 3 (d) said 
that the ITO “may” recommend the withdrawal or modification 
of quantitative restrictions not meeting the criteria established. 
The Geneva Draft (Article 21, paragraph 4 (d) ) says that it 
“shall” do so. 

(9) The rule in Article 27, paragraph 2 (e) (New York) re- 
quiring the allocation of quotas “in accordance with commercial 
considerations” has been deleted. (Senate Finance Committee) 

(10) Article 28 (New York) established different rules for 
countries with convertible currencies and those with inconvertible 
currencies. Article 23 (Geneva) removes this distinction. It 
establishes additional criteria to reduce the possibility of dis- 
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crimination and tightens the administrative provisions. The ITO 
may order the termination of particular discriminations in the 
use of quantitative restrictions at any time. Discrimination js 
forbidden, without the prior approval of ITO, after March 1, 
1952 (the end of the Fund transition period). The ITO, more. 
over, may suspend the operation of the entire Article whenever it 
finds that the world balance-of-payments situation is substantially 
improved. 

(11) The provisions of Article 24 (New York, 29) have been 
sharpened to prevent a country from evading the rules of the ITO 
by using exchange controls or evading the rules of the Fund by 
using trade controls. 

(12) Article 29 (New York) provided merely for consultation 
between the ITO and the Fund. Article 24 (Geneva) requires 
the ITO to accept as final certain findings and determinations by 
the Fund which affect a member’s freedom to impose import 
quotas to safeguard its balance of payments. (NFTC). See V, 
below. 


Section C, Articles 25-29, Geneva Draft (Section D, Article 30, New 
York Draft)—Subsidies. 

Apart from clarification and minor drafting changes, the only 
alteration in this Section requires prior international approval for 
export subsidies after the Charter has been in force for two years. 
The United States Delegation entered a reservation on this point. 
See IV, below. 


Section D, Articles 30-31, Geneva Draft (Section E, Articles 31-33, 
New York Draft)—State Trading. 


(1) The whole text has been clarified. The word “commerce,” 
the last three lines of paragraph 1, and all of paragraph 3, have 
been deleted from the text of Article 31 (New York). (Senate 
Finance Committee) 

(2) The coverage of Article 30 (New York, 31) now extends 
to any enterprise, making purchases or sales involving imports of 
exports, to which a member has granted special privileges, without 
limitation as to the kind of business in which it may be engaged. 

(3) The obligation to prevent discrimination, formerly imposed 
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on state enterprises, is now imposed on members themselves. Such 
enterprises cannot be used to evade this obligation. (Geneva, 30; 
New York, 31) 

(4) The new text of Article 30 requires members to afford 
the enterprises of other members “adequate opportunity, in 
accordance with customary business practice, to compete for 
participation in such purchases or sales.” (NAM, Senate Finance 
Committee) 

(5) Article 31 (New York, 32) has been simplified and clarified. 
The method of negotiating with state-trading countries was rigid 
in the New York Draft (32). It has been made more flexible in 
the Geneva Draft (31). 

(6) State trading monopolies may not afford domestic pro- 
ducers a greater margin of protection than that permitted by 
negotiated tariffs (Geneva, 31; New York, 32). (NFTC, Senate 
Finance Committee) 

(7) A new requirement that maximum duties not negotiated 
must be published, confines permissible protection on all com- 
modities, even though not covered in tariff negotiations, to the 
amount of applicable duties (Geneva, 31; New York, 32). 

(8) The provision that full domestic demand at the permitted 
resale price must be met, now applies to al] state-monopolized 
commodities, whether or not margins have been negotiated. This 
is equivalent to a prohibition against quantitative restrictions 
(Geneva, 31; New York, 32). (Senate Finance Committee) 

(9) Article 33 of the New York Draft, which applied only to 
countries having a complete monopoly of their foreign trade, was 
deleted at the instance of the United States. (NAM, ICC, NFTC, 
Senate Finance Committee). Article 31 (Geneva), as revised, 
provides sufficient basis for such a country to participate in trade 
negotiations under the ITO. 


Section E, Articles 32-39, Geneva Draft (Articles 16-23, New York 
Draft)—General Commercial Provisions. 


(1) Most of the Articles in this Section are retained substantially 
in the form in which they were originally proposed by the United 
States. 

(2) Paragraph 2 of Article 33 (New York, 17) makes it clear 
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that countervailing duties may be applied only to such shipping 
subsidies as constitute a “special subsidy to the transportation of 4 
particular product.” (Senate Finance Committee) 

(3) New paragraph 6 of Article 33 prevents the use of anti. 
dumping measures other than duties. 

(4) Paragraph 6 of Article 17 (New York) has been deleted, 
(Senate Finance Committee) 

(5) Paragraph 3 of Article 34 (New York, 18, paragraph 2) is 
a compromise among the three alternatives presented in the New 
York Draft. 

(6) Paragraph 5 of Article 34 is designed to assure that proper 
rates of exchange will be used in converting currencies for the 
purpose of ascertaining dutiable values. (Senate Finance Com- 
mittee) 

(7) Article 21, paragraph 3 (New York) has been replaced by 
Article 37, paragraph 2 (Geneva) to remove the rule forbidding 
the application of new or increased duties to goods en route, 
(Senate Finance Committee) 

(8) Other changes in drafting are outlined in a more detailed 


report. 


Section F, Articles 40-43, Geneva Draft (Articles 34, 35 (2), 37, 38, 
New York Draft)—Special Provisions. 


(1) The last sentence of Article 34, paragraph 3 (New York) 
has been deleted from Article 40 (Geneva). (US Chamber of 
Commerce, NFTC, American Tariff League, Senate Finance 
Committee) 

(2) The subject matter of Article 35, paragraph 2 (New York) 
has been transferred to Chapter VIII (Geneva). 

(3) Article 38, paragraph 4 (New York) has been deleted. The 
subject is covered in Article 15 (Geneva). 

(4) Article 42 (Geneva) now permits interim arrangements 
definitely leading to the formation of a customs union. (ICC) 

(5) The security exceptions in Article 37 (New York) have 
been removed from the qualifications set forth in Article 43 
(Geneva) to Article 94 (Geneva), where they apply to the whole 
Charter. (Senate Finance Committee) 

(6) The exceptions for postwar transitional measures have 
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been moved from Article 25 (New York) to Article 43 (Geneva) 
and the transitional period extended from July 1, 1949 to January 
1, 1951. (Senate Finance Committee) 


Chapter V, Geneva Draft (Chapter VI, New York Draft)—Restrictive 
Business Practices. 


(1) Article 44, paragraph 1 (New York, 39) has been so 
reworded as to insure the coverage of state trading enterprises. 
(Senate Finance Committee) 

(2) Article 44, paragraph 3, has been so reworded as to limit 
complaints against suppression of technology to cases of conspiracy 
and to avoid any possibility that ITO could determine the scope 
of a patent, trademark or copyright. (Senate Finance Committee) 

(3) Article 45 (New York, 40) now provides that governments 
alone may present complaints and that governments alone need 
appear in response to complaints. (Senate Finance Committee). 
The proviso that the ITO may withhold reports has been elimi- 
nated. (NAM, Senate Finance Committee). 

(4) Articles 47 and 48 (New York, 42 and 43) have been so 
reworded as to remove the inference that the ITO might impose 
extra-territorial obligations on members. (NAM, NFTC, Senate 
Finance Committee) 

(5) Article 50, which is new, provides that the ITO shall refer 
any complaint regarding restrictive practices in the provision of 
an international service to the appropriate international agency, 
where such an agency exists. Where no such agency exists, the 
ITO may make recommendations with respect to services. 

(6) Other drafting changes incorporated in response to sug- 
gestions made in the hearings before the Senate Finarce Committee 
are covered in a more detailed report. 


Chapter VI, Geneva Draft (Chapter VII, New York Draft)—Inter- 
governmental Commodity Agreements. 


(1) Articles 52 and 55 (New York, 46 and 48) have been so 
reworded as to confine the coverage of the Chapter to primary 
commodities affected by special difficulties im international trade. 
(Senate Finance Committee) 

(2) The Chapter has been so reorganized as to apply both to 
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non-restrictive agreements and to restrictive agreements. Non. 
restrictive agreements are subject to the requirements of Sections 
B and D. Restrictive agreements are also subject to the tighter 
provisions of Section C. 

(3) Article 52, paragraph (c), of the New York Draft, which 
permitted agreements with respect to non-primary commodities 
in exceptional circumstances has been deleted. (US Associates, 
US Chamber of Commerce, ICC, NFTC, American Tarif 
League, Senate Finance Committee) Article 53, paragraph (c), 
of the Geneva Draft limits the possibility of such agreements to 
marginal cases involving such products as butter and cheese which 
may not fall “precisely” within the definition of primary com- 
modities because they have been subjected to more than minor 
processing. Such products, however, must satisfy the strict re- 
quirements of Article 59. 

(4) Article 60, paragraph (d) (New York, 53, paragraph (e) ) 
has been so reworded as to make it clear that programs of pro- 
duction adjustment are to be established by national and not by 
international action. (US Chamber of Commerce, Senate Finance 
Committee) 

(5) Other changes in Chapter VI are dealt with in a more 
detailed report. 


Chapter VII, Geneva Draft (Chapter Il, and Articles 61-74, 79-84, 
and 87, New York Draft)—The International Trade Organization. 


(1) The Article on Membership has been moved (Chapter II, 
New York Draft) to the Chapter on Organization. (NFTC) New 
provisions have been added to cover autonomous customs territories 
and trust territories administered by the United Nations. 

(2) Article 69 (d) (New York, 61 (d) ) has been reworded to 
limit the scope of the functions assigned to the Organization. 
(Senate Finance Committee) 

(3) Article 72 (New York, 64) now provides four texts on 
voting, three of which require weighted voting. See V, below. 

(4) Article 74, paragraph 6 (New York, 66, paragraph 7) now 
provides that no member may be required to contribute more than 
one-third of the budget of ITO without its consent. (NAM, 
Senate Finance Committee) 
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(5) Article 75 (New York, 68) now provides three texts on 
Executive Board membership, two of which require, and one of 
which permits, permanent seats. See V, below. (Senate Finance 
Committee) 

(6) Articles 79 and 80 (New York, 72-77) eliminate the pre- 
vious provisions requiring the establishment of particular com- 
missions and outlining their functions, and now merely empower 
the ITO to “establish such Commissions as may be required” to 
perform its functions. This should simplify the structure of the 
Organization, at least in its earlier years. 

(7) It is now made clear that Article 84, paragraph 4 (New 
York, 81, paragraph 4) relates only to imtergovernmental organi- 
zations. (Senate Finance Committee) 


Chapter VIII, Geneva Draft (Articles 35 (2) and 86, New York Draft) 
—Settlement of Differences—Interpretation. 

(1) All provisions relating to this subject have been combined 
in a single Chapter, as was recommended by the ICC. 

(2) Article 86, paragraph 3 (New York) gave the ITO Con- 
ference power to establish procedures limiting the freedom of a 
member to appeal from its rulings to the International Court of 
Justice. Article 91, paragraph 2 (Geneva) makes all such rulings 
subject to review by the Court through a request by the Organi- 
zation for “an advisory opinion pursuant to the statute of the 
International Court of Justice.” That statute provides, in Article 
65, that “the Court may give an advisory opinion on any legal 
question at the request of whatever body may be authorized by or 
in accordance with the Charter of the United Nations to make 
such a request.” (NFTC) 


Chapter IX, Geneva Draft (Articles: 36, 37, 85, 88, and 89, New 
York Draft)—General Provisions. 

(1) Article 93 (36, New York) presents three alternative drafts 
on relations with non-members. See V, below. 

(2) None of these alternatives could be so interpreted as to 
preclude exclusive concessions for the development of natural 
resources. (Senate Finance Committee) 

(3) The national security exceptions have been moved from 
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Article 37 (New York), where they applied only to Chapter V 
(New York), to new Article 94, where they apply to the whole 
Charter. They have been so worded as to make it clear thy 
members will be able to apply them as they themselves may 
determine. (Senate Finance Committee) 

(4) New Article 96 requires the Conference of the ITO tp 
convene a special session for the purpose of reviewing the pro- 
visions of the Charter within ten years. This corresponds to 
Article 109 of the Charter of the United Nations. 

II. Character of the new provisions on international private 
investment. 

(1) The Charter now provides (Article 11, paragraph 3) that 
the ITO may “make recommendations for and promote inter- 
national agreement on measures designed to assure just and 
equitable treatment for the enterprise, skills, capital, arts and 
technology brought from one Member country to another, in- 
cluding the elaboration and adoption of a general agreement or statement 
of principles as to the conduct, practices and treatment of foreign invest- 
ment.” Provision for the elaboration of such a code was urged 
in the United States by the NAM, the US Associates, and the 
NFTC. 

(2) In addition to the foregoing provision for the latter develop- 
ment of a detailed investment code, the new Article 12 recognizes 
the importance of international investment, subject to certain 
safeguards, and the desirability of affording reasonable oppor- 
tunities for investment and “‘security for existing and future invest- 
ments.” It contains an agreement “‘to provide, consistent with the 
limitations recognized as necessary in this Article, the widest 
opportunities for investment and the greatest security for existing 
and future investments.” Despite the necessary limitation con- 
tained in this sentence, this agreement should provide a strong 
foundation for the later development of an investment code. 

(3) The more specific guarantees for the protection of inter- 
national private investment contained in the remaining paragraphs 
of Article 12 are minimum guarantees. They would not affect 
any greater obligations which may exist either under international 
law or under international agreements. They are designed to 
provide the beginnings of an international investment code. 
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(4) These paragraphs permit any member completely to exclude 
new foreign investment or to discriminate as to the sources from 
which it will accept new foreign investments. They would leave 
the Czechs free, for instance, to refuse to accept new investments 
from Germany. Their provisions apply, not to opportunities to 
make new investments, but only to the treatment of existing invest- 
ments and of future investments, once such investments have 
been made. 

(5) The general principle established (in paragraph 2 (a) ) is 
that most-favored-nation treatment and national treatment shall be 
afforded to such investments. Exceptions are made (in paragraph 2 
(a) (i) ) for requirements in force at the time when an investment 
was or is made, or at the time the Charter comes into force, 
whichever is later; and in the case of any substantial addition to 
an investment (paragraph 2 (a) (ii) ) for requirements in force 
at the time the addition is made. The essential philosophy of the 
Article is that members should be allowed to set up such rules as 
may be reasonable to govern foreign investment, but that they 
must not change the rules affecting any investment once the in- 
vestment has been made. 

(6) The Article permits a member to adopt reasonable measures 
requiring that its nationals participate in the future expansion of 
any branch of industry. If the interests of foreign nationals are 
adversely affected by such action, the member must provide ade- 
quate opportunity for consultation with a view to reaching a 
satisfactory settlement (paragraph 2 (a) (iti) ). If a member 
requires a transfer of ownership from foreign nationals to its own 
nationals, it must provide for the payment of “just consideration” 
for the ownership transferred (paragraph 2 (a) (iv) ). 

(7) If a member takes into public ownership, or places under 
public management or occupation, the property of a national of 
another member, it must make “just compensation” (paragraph 
2 (b) ). 

(8) It is pointed out in a footnote that “just consideration” and 
“fust compensation” cover all aspects of fairness of payment, 
including adequacy and time of payment, and to the extent com- 
patible with the Articles of Agreement of the International 
Monetary Fund (see paragraph 2), questions of transferability. 
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More definite provisions on adequacy, promptness, and trans 
ferability of payment should be included in the future investmeg 
code. 

(9) The foregoing provisions were not included in the original 
United States Proposals, in its Suggested Charter, or in the London 
or New York Drafts of the Charter. They are the result of amend- 


ments introduced at Geneva by the United States and accepted | 


by the other Delegations upon the insistence of the United States, 
They are to be regarded, not as the final expression of inter- 
national agreement on the treatment of private investment, but 
as a foundation upon which such agreement can be built. 

III. The undeveloped countries issue. 

(1) The principal controversy during the meetings of the 
Preparatory Committee in London in October and November of 
1946, and again in Geneva between April and September of 1947, 
was that between the economically-developed and the economically- 
undeveloped countries. At London, the members of the latter group 
argued that the provisions of the Charter limiting the freedom of 
members to restrict imports (particularly those relating to import 
quotas) were designed to maintain the economic dominance of 
the developed countries and to keep the undeveloped countries 
economically subservient. Agreement was reached at London only 
when the United States introduced Article 13 (New York Draft), 
which provided that an undeveloped country might obtain (through 
the ITO) permission to employ, in the promotion of new industries, 
restrictive devices otherwise prohibited by the Charter. 

(2) At Geneva, this issue was re-opened. Here the attack 
centered on the principle of prior approval, and the undeveloped 
countries sought to obtain freedom to adopt restrictive devices 
inconsistent with the Charter, while giving the ITO power sub- 
sequently to examine the measures adopted and to order their 
discontinuance. On the basic issue of prior approval, the United 
States and other Delegations refused to yield. Prior approval is 
still required in the Geneva Draft. 

(3) Several changes in detail, however, were accepted. Pro- 
visions were added (paragraphs 3 (a), 3 (b), 5 (a), and 5 (b) ) 
designed to speed up action by the ITO in considering applications 
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by members under Article 13, and to prevent obstructionist delays 
by other members. A new paragraph (4 (c) ) permits a member 
who had sought ITO approval for a protective measure to take 
administrative action to keep imports of the product concerned at 
their current level in the face of a threatened increase of imports 
due to anticipation by traders that the ITO would approve the 
member’s application. These amendments, in general, were con- 
sidered unobjectionable by the United States Delegation. 

(4) A new Article (15) empowers the ITO to approve new 
preferential arrangements for development purposes. This replaces 
Article 38 (4) of the New York Draft. It is tighter than the earlier 
provision in that it is limited to preferential arrangements estab- 
lished for development purposes. Under Article 13 of the New 
York Draft, such arrangements might have been approved by a 
majority vote. Under Article 15 of the Geneva Draft, they may 
require a two-thirds vote. 

(5) A new paragraph (Article 13, paragraph 4 (b) ), creates a 
presumption in favor of ITO approval of a measure proposed by 
an applicant member if (a) the product is not one on which a 
concession has been granted in tariff negotiations, (b) the measure 
proposed is unlikely to be more restrictive of international trade 
than any other practicable and reasonable measure permitted under 
the Charter, and (c) the measure proposed is the one most suitable 
for the purpose, having regard to the economics of the industry 
concerned and the current economic condition of the applicant 
member. 

(6) A new Article (14) permits a member to maintain existing 
measures for economic development, pending acceptance or re- 
jection by the ITO, provided that other members have been 
notified of such measures before their signature of the Charter. 
This Article would not permit the maintenance of existing meas- 
ures in respect of any product on which a concession was granted 
in the tariff negotiations. 

(7) The provisions outlined herein in paragraphs (5) and (6) 
were not regarded with favor by the United States. The Delegate 
of the United States on the Sub-Committee considering these 
Articles accordingly filed the following statement: 
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The United States delegation has accepted these modifications of the 
London draft even though it does not consider all of them to be justifiable 
or necessary for promoting economic development. It has accepted them 
because other countries attached importance to them. It has 
them in the hope that in this way it would help to heal the breach whi 
has developed at this meeting between the so-called developed and under. 
developed countries—a breach which, incidentally, it considers to be a 
wholly unreal and needless one in view of the community of interest that 
exists between them on this subject of economic development. 

The United States delegation has accepted these modifications for these 
reasons and in the hope that by doing so it would bring about agreement 
to an extent at least closely approaching unanimity on the draft of Article 
13 as it now stands and that such agreement will be maintained. If this 
hope should not be fulfilled the purpose of agreeing to some of these 
provisions would be defeated and the United States delegation would 
therefore withdraw its acceptance of such provisions. 


The Delegation of India, which had taken the leadership in the 
fight against the principle of prior approval, indicated at the end 
of the conference, that it had recommended to its Government the 
acceptance of the existing text. The Delegation of China, while 
reserving its position on the text, indicated that it was prepared to 
recommend it to its Government for further consideration. The 
only remaining reservations on this point are those recorded by 
the Delegations of Chile and Lebanon. 

The issue presented by this controversy is not whether back- 
ward countries should be economically developed. The Chapter 
provides affirmatively for aid to such development. It permits the 
employment of subsidies and tariffs for the promotion and pro- 
tection of such development. It even permits the use of import 
quotas, with the prior approval of the ITO. The issue, more 
narrowly, is whether the requirement of prior approval should be 
dropped. If this were done, the general rule against the use of 
quantitative restrictions would be nullified and the Charter would 
no longer afford protection against the multiplication of absolute 
and permanent barriers to trade. 

It would be unfortunate if this issue were to be re-opened at 
Havana in such a way as to precipitate an open conflict between 
developed and undeveloped countries. Such a conflict might well 
wreck the Conference, the Charter, and the ITO. It was therefore 
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the purpose of the United States Delegation at Geneva to obtain 
a measure of agreement so great that such a break might be fore- 
stalled. 

IV. Reservations by the United States. 

(1) With respect to the Economic Development Escape Clause 

Because of the likelihood that India will withdraw its reserva- 
tion to Article 13 before the Havana Conference and the possi- 
bility that China may also do so, the United States did not attach 
its statement on this matter to the Charter as a formal reservation. 

(2) With respect to Export Subsidies 

The only reservation formally recorded by the United States 
relates to the requirement of prior approval for the continuance or 
institution of export subsidies after the Charter has been in force 
for two years (presumably after January 1, 1951). This reserva- 
tion was recorded in the following terms: 


The United States Delegation reserves its position regarding Section 
C, Subsidies, as that section would apply to the situation of a primary 
commodity which may be in burdensome world surplus as described in 
Chapter VI. In such a situation, the provisions of the revised text would 
result in inequitable treatment in two respects: 

(1) It would permit countries which, to maintain their primary exports 
in times of world surplus, use export subsidies associated with a special 
type of stabilization scheme (Article 27, para. 1) or use domestic subsidies 
resulting in the stimulation of exports (Article 25) to apply such subsidies 
and to continue them while the procedures of Chapter VI were being 
followed. It would not, however, permit countries which use export 
subsidies not associated with a special stabilization scheme to apply such 
subsidies. This permission would be denied not only during a reasonable 
effort to achieve multilateral international action to deal with the world 
problem through Chapter VI procedures, but also thereafter until it might 
be determined by consultation among interested countries that the particular 
export subsidization contemplated would not be so operated as to stimulate 
exports unduly or otherwise seriously prejudice the interests of other 
Members (Article 27, para. 3). 

(2) In any case, the revised text would prevent subsidies on exportation, 
whether or not associated with a special stabilization scheme, from being 
operated so as to stimulate exports unduly or otherwise seriously prejudice 
the interests of other Members (Article 27, paras. 1 and 3), and it would 
place an additional limitation on export subsidies not associated with a 
special stabilization scheme (Article 28), but it would put no binding limita- 
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tion whatever on the use of domestic subsidies which stimulate exports 
(Article 25). 

V. Issues referred to the Havana Conference 

(1) Voting Power in the ITO 

In the original United States Proposals and in the Suggested 
Draft Charter, it was proposed that each country represented in 
the ITO Conference should have one vote. This provision was 
repeated in the London and New York Drafts. Alternative plans 
for weighted voting were set forth, however, in Annexure B to 
the New York report. 

The Geneva Draft presents, in effect, four proposals with 
respect to voting: 

A. One country one vote (Article 72, Alternative A). 

B. Light weighted voting (Article 72, Alternative B and 
Appendix I, Formula A and Table A). 

C. Heavy weighted voting (Article 72, Alternative B and 
Appendix I, Formula B and Table B). 

D. A combination of the unweighted and weighted systems 
whereby a majority, not only of individual countries but also of 
votes cast under a weighted system, would be required on specific 
matters (Article 72, Alternative C). 

Final choice among these alternatives is left to the Havana Con 
ference. 

Analysis of the decisions to be made by the ITO on the basis 
of voting power reveals that the decision of greatest importance is 
that permitting a member temporarily to impose quotas on all 
imports in order to safeguard its balance of payments (Article 21). 
In making this decision, the ITO was required, by the New York 
Draft, merely to consult with the International Monetary Fund. 
In the Geneva Draft, however, it is provided that the ITO must 
accept the relevant findings and determinations of the Fund 
(Article 24, paragraph 2). In arriving at these findings and de 
terminations, the United States will have the weighted vote 
accorded it under the Articles of Agreement of the Fund. 

(2) Composition of the Executive Board 

None of the earlier drafts of the Charter provided for permanent 
seats on the Executive Board of the ITO. The Geneva Draft 
(Article 75) presents three alternative proposals with respect t0 
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the composition of the Board. Alternative A names the United 
States as a permanent member of the Board. Alternative C pro- 
vides permanent seats for the eight states of greatest economic 
importance and would thus insure a permanent seat for the United 
States. Alternative B permits the reelection of seven members of 
the Board and would thus operate to afford a permanent seat to 
the United States. Provision for permanent seats was recommended 
in the Hearings before the Senate Finance Committee. 
(3) Relations with non-members 
The London meeting of the Preparatory Committee took no 
action on relations with non-members. The New York Draft left 
this Article (36) blank and presented the United States proposal 
in a footnote. The Geneva meeting approached this problem 
with obvious reluctance, but the United States finally succeeded 
in persuading the other Delegations to forward three alternative 
texts (Article 93, Geneva Draft) to the Conference at Havana. 
Alternative C, the strongest of the three, follows the lines of 
the original United States proposal. It would forbid members, 
one year after the Charter comes into force, to extend to non- 
members tariff concessions effected under the provisions of the 
Charter unless specifically permitted to do so by the ITO. It is 
the purpose of this provision to make membership attractive and 
non-membership unattractive by confining the benefits of the 
Charter to countries that are willing to accept its obligations. 
Such a provision is supported by the ICC and the NFTC. 
Alternative B would require any member wishing to maintain 
or enter into an agreement with a non-member, under which it 
would extend to the latter tariff concessions made or other benefits 
provided under the Charter, to obtain the approval of the Organi- 
zation. In purpose and effect it is similar to Alternative C. 
Alternative A is the weakest of the three. It permits a member 
having heavy trade with non-members to suspend the application 
of any provision of the Charter, requires it thereupon to afford 
other members an opportunity for consultation, and permits it, in 
the absence of agreement, to withdraw from the Organization. If 
sentiment at Havana reflects opinion at Geneva, it is unlikely that 
this alternative will receive wide support. 











INTERNATIONAL NOTES 


Avucust 19—SEPTEMBER 21 
Prepared by the Editorial Assistant, Division of Intercourse and Education 


Tue INTER-AMERICAN CONFERENCE 
FOR THE MAINTENANCE OF PEACE AND SECURITY 


As a result of negotiations begun on August 15, an Inter-American 
‘Treaty of Reciprocal Assistance was signed at Rio de Janeiro on 
September 2 by representatives of nineteen American nations! 
The United States delegates were Secretary of State George C, 
Marshall; Senators Arthur H. Vandenberg and Tom 

and Representative Sol Bloom; Warren R. Austin, United States 
representative to the United Nations; and William D. Pawley, 
Ambassador to Brazil. President Truman gave an address at the 
concluding session. (See New York Times or New York Herald 
Tribune, September 3, for text.) 

In a statement on the effects of the treaty, issued at Washington 
on September 3, Mr. Austin noted that “no provision in this treaty 
shall be construed as impairing the rights and obligations of the 
contracting parties under the Charter of the United Nations,” and 
that the activities of the regional agency must be reported to the 
Security Council of the United Nations. (See New York Herald 
Tribune, September 4.) Secretary of State Marshall and Senator 
Vandenberg broadcast reports on the Conference from Washington 
on September 4. Mr. Marshall stated in his address that “The 
purpose of the treaty is to provide for the peace and security of 
the Western Hemisphere. It lays down in precise terms the agreed 
action to be taken in case of aggression from without or of aggres- 
sion within the hemisphere. More than that, it reflects the unity of 
purpose of the countries represented, the solidarity of their 
attitude.” Describing the regional arrangement just concluded as 
“‘a milestone of incalculable importance upon the high road to 4 
happier and safer world,” Mr. Vandenberg said: “It is good for 


1 Nicaragua was not invited because most of the American Governments 
had not recognized the regime established in that country through a coup 
d’état in May, and Ecuador withdrew following overthrow of the Government 
on August 24. 
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us. It is good for all our neighbors. It is good for the world. Yes; 
and it is good for the United Nations. We give them new strength. 
We give them a useful and impressive model how big and little 
states can work together on a basis of absolute equality of both 
obligations and power in the pursuit of international peace and 
security.” (For texts, see New York Times or New York Herald 
Tribune, September 5.) 

Ratifications of the treaty are to be deposited with the Pan 
American Union; the treaty becomes effective between the States 
which ratify it “as soon as the ratifications of two-thirds of the 
signatory states have been deposited.” (For text of treaty, see 
New York Times, August 31.) 


Tue Unrrep Nations 


General Assembly—On the opening day of the second regular 
session, September 16, the Assembly reelected Dr. Oswaldo 
Aranha of Brazil as President; elected the following as Vice- 
Presidents: Hector McNeil (United Kingdom), George C. 
Marshall (United States), Dr. Wang Shih-chieh (China), Georges 
Bidault (France), Dr. Jaime Torres Bodet (Mexico), Andrei Y. 
Vishinsky (U.S.S.R.), Dr. Guillero Belt (Cuba); and elected the 
chairmen of the six main committees as follows: Political and 
Security, Joseph Bech (Luxembourg); Economic and Financial, 
Hernan Santa Cruz (Chile); Social, Humanitarian and Cultural, 
Dr. Oscar Lange (Poland); Trusteeship, Sir Carl A. Berendsen 
(New Zealand); Administrative and Budgetary, Justice Fazli Ali 
(India); Legal, Faris el-Khouri (Syria). (See New York Times, 
September 17, for details and for text of address of Dr. Aranha.) 

In presenting the United States policy statement on September 
17, when general debate began, Secretary of State Marshall made 
a number of important proposals. In order that the facilities of the 
General Assembly might be made available to the Members in the 
period between the adjournment of the present session and the 
holding of the next regular session, Mr. Marshall proposed that 
the Assembly create a standing committee, “which might be 
known as the Interim Committee on Peace and Security.” This 
committee, on which all United Nations Members would be 
represented and which is not to infringe on the jurisdiction of the 
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Security Council, would, said Mr. Marshall “provide an unsur- 
passed opportunity for continuing study . . . of the problems with 
which the United Nations must contend if it is to succeed.” 
Recognizing that exercise of the veto power in the Security Council 
in respect to the formulation of a system of arms regulation and in 
respect to such matters as applications for membership have 
prevented the Security Council from fulfilling its true functions, 
the United States Government “has come to the conclusion that 
the only practicable method for improving this situation is a liberali- 
zation of the voting procedure in the Council,” said Mr. Marshall. 
The Secretary of State announced also that because of the failure 
of the Soviet-United States Joint Commission to solve the Korean 
independence problem, the United States was presenting that 
problem to the present session of the Assembly’; and because the 
efforts of the Security Council to deal with the Greek case have 
been frustrated by exercise of the veto on the part of one of the 
permanent members of the Council, the United States will submit 
to the Assembly a resolution calling upon Albania, Bulgaria, and 
Yugoslavie to cease their support of guerrilla activities in Greece 
and calling for the creation of a frontier commission. Mr. Marshall 
spoke of the report of the Special Committee on Palestine® and 


2A United States proposal of August 29 (see New York Times or New 
York Herald Tribune, August 30, for text) that representatives of the U.SSR., 
the United Kingdom, China, and the United States meet at Washington on 
September 8 to consider “‘proposals designed to achieve the aims of the Moscow 
agreement on Korea” was rejected by the Soviet Government. The Soviet 
Government was informed of the intention of the United States to place the 
Korean problem before the General Assembly a few hours before Mr. Marshall 
delivered his address. (See New York Times, September 18, for text of United 
States note.) 
: 8 The findings of the eleven-member Special Committee on Palestine, 

circulated to the Members of the United Nations in advance of the opening 
of the General Assembly, included a majority report proposing partition of 
Palestine into independent Arab and Jewish States with economic union, which 
was signed by seven members (representative of Canada, Czechoslovakia, 
Guatemala, Netherlands, Peru, Sweden, and Uruguay), and a minority report 
recommending a federalized Palestine with separate legislatures for Arabs 
and Jewish States within it, which was signed by three members (representa- 
tives of India, Iran, and Yugoslavia). The Australian member of the Committee 
signed neither report. (For full text of majority and minority reports, see 
New York Times, September 9.) 
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stated that the Government of the United States “intends to do 
everything within its power at this session of the General Assembly 
to assist in finding a solution for that difficult problem.” (For full 
text of address, see New York Times or New York Herald Tribune, 
September 18. An address by Mr. Marshall on the participation 
of the United States in the United Nations, given before the 
American Association for the United Nations and cooperating 
groups on September 14, appeared in these papers on September 
15.) 
"The Russian delegate was among those who addressed the 
Assembly on September 18. Besides rejecting all of Mr. Marshall’s 
proposals, Mr. Vishinsky charged that propaganda for a new war 
is being spread in the United States and in countries under its 
influence; that the ‘‘Marshall Plan,” which he declared is “but 
another version of the Truman doctrine,” will mean “a subjugation 
of the European countries to the economic and political control 
exercised by the United States of America and direct interference 
on its part with the internal affairs of those countries.” (For full 
text, see New York Herald Tribune or New York Times, September 
19; The Times also published the text of the Chinese delegate’s 
address and excerpts from speeches by the delegates of Australia, 
Canada, Chile, El Salvador, Iraq, Peru, the Philippines, and 
Venezuela.) 

Modification of the veto has figured largely in the Assembly 
debate. In the first three days, representatives of thirteen nations 
called for modification of the veto, three (including the Soviet 
Union) opposed any change in the voting procedure, and five 
ignored the question. (See New York Herald Tribune, September 
20.) The third representative of a Great Power to speak on the 
veto was Georges Bidault of France, who acknowledged that the 
“Security Council has been frozen in its action” as a result of the 
rule of unanimous agreement of the Great Powers but is of the 
opinion that amending the Charter is not necessarily the solution 
of the problem. Mr. Bidault also sees both legal and practical 
difficulties in regard to the creation of the Interim Assembly. 
(For full text, see New York Times, September 21.) 











688 


The Security Council—The Council adopted two resolutions on 
the Indonesian question on August 25, one calling for an immediate 
joint report on the situation in Indonesia from those Governments 
members of the Council that maintain career consuls in Batavia 
(Australia, Belgium, China, France, the United Kingdom, and the 
United States) and the other expressing the Council’s readiness to 
assist in settlement of the dispute through the creation of a three- 
member Council committee, each party to the dispute selecting 
one and “the third to be designated by the two so selected.” (See 
New York Herald Tribune, August 26, for texts.) The Consular 
mission, on September 15, reported “‘satisfactory progress” in its 


inquiry. Representatives of Australia, Belgium, and the United | 
States form the three-nation Council committee. Australia was | 
named by the Indonesian Republic, Belgium by the Netherlands, | 


and the United States accepted the Australian-Belgian invitation 
to participate. 

Because of the deadlock resulting from the Soviet-Polish veto 
on August 19 of two resolutions on the Balkan controversy (one, 
put forward by Australia, calling for direct negotiations by 
Greece, Albania, Bulgaria, and Yugoslavia, and the other, sub- 
mitted by the United States, asking the Council to declare Albania, 
Bulgaria, and Yugoslavia responsible for the border troubles and 
calling upon them to cease aiding the Greek guerrillas on the ground 
that such aid “constituted a threat to the peace under Chapter 
VII” of the Charter), the United States on August 20 asked that 
the Balkan question be placed on the provisional agenda of the 
General Assembly. Under the Charter the Assembly may not 
make recommendations in a case still being discussed by the 
Security Council, unless the latter specifically requests Assembly 
advice. The Council therefore had two courses open to it—it 
could drop the dispute from its agenda, but in that case the Balkan 
investigating group would cease to exist and most of the members, 
including the United States, wished to avoid that, or the Council 
could ask the Assembly for recommendations with the case 
remaining on the Council’s agenda. A resolution to this effect, 
sponsored by the United States delegate, was submitted to the 
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Council at a meeting on September 15, but was vetoed by the 
Soviet and Polish delegates, who subsequently vetoed a “Council 
decision that the first vote was one of procedure only, and that the 
veto rule therefore did not apply.” A resolution dropping the case 
from the Security Council’s agenda was then adopted. (See New 
York Herald Tribune, September 16.) 


The Atomic Energy Commission—On March 10, following con- 
sideration of the Atomic Energy Commission’s First Report, the 
Security Council adopted a resolution urging the Commission “to 
continue its inquiry into all phases of the problem of the inter- 
national control of atomic energy . . . and to submit a Second 
Report to the Security Council before the next session of the 
General Assembly.”’ (See International Conciliation, No. 430, for 
text of resolution.) 

The Commission, on March 19, referred consideration of the 
questions involved to its Working Committee and its Committee 
No. 2, on control. Reports giving the detailed functions and 
powers of the proposed control agency, approved by the two 
committees and sent to the full Commission on September 8, was 
formally adopted by the Commission on September 11, the repre- 
sentatives of Australia, Belgium, Brazil, Canada, China, Colombia, 
France, Syria, the United Kingdom, and the United States voting 
in favor; the Soviet delegate voting no, and the Polish delegate 
abstaining. During discussion in the Commission on September to, 
the Soviet delegate attacked the proposals and declared that they 
are “completely inacceptable and should be rejected.” (Excerpts 
from the speech appeared in The New York Times, September 11.) 
According to The Times of September 12, the following basic 
principles were expressed in the report to the Security Council: 

(1) Decisions concerning production and use of atomic energy should 
not be left in the hands of nations. 

(2) Policies on production and use that substantially affect world 
security should be governed by principles established in the treaty or 
convention that the agency would be obliged to carry out. 

(3) Nations must undertake in the treaty or convention to grant to 
the agency rights of inspection of any part of their territory subject to 
appropriate procedural requirements. 
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Five Treaties OF Peace IN EFFecr 


The treaties of peace with Bulgaria, Finland, Hungary, Italy, 
and Rumania went into effect on September 15, with the deposit 
at Paris of the instruments of ratification for the treaty with Italy 
and the deposit at Moscow of the ratifications of the other four 
treaties. Allied troops are to be withdrawn from the former enemy 
countries within ninety days from September 15. 


British COMMONWEALTH CONFERENCE ON JAPAN 


The policy of the British Commonwealth of Nations in respect 
to a Japanese peace treaty was formulated at a conference held at 
Canberra, Australia, from August 26 to September 2. Repre- 
sentatives of Australia, Burma, Canada, India, New Zealand, 
Pakistan, South Africa, and the United Kingdom participated. 
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